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/ / / Real Estate ownership and investment are perfectly 

. balanced with the protection of Title Insurance. 

/ For “good measure”’ you are assured our know-how 

; and experience . . . our substantial financial strength 
... and our personal friendly service. 


TITLE INSURANCE SINCE 1876... ASSETS IN EXCESS OF $9,500,000 





2. 
unt { COMMONWEALTH /LAND 


INSURANCE\ /-uf 
makes any mortgage MLILLEAALEO’R 


4 safer investment 





Main Office: 1510 Walnut Street, Philadelphia 2. . . Telephone: WAinut 3-0400 
WILLIAM M, WEST JOHN B. WALTZ LAWRENCE R. ZERFING 
Chairman of the Board President Executive Vice President 


BITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWAPE, MARYLAND, MASSACHUSETTS, OHIO, WEST VIRGINIA, CONNECTICUT, FLORIDA, NEBRASKA, VIRGINIA, LOUISIANA 
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DIVERSIFIED INDU 


pe nalid 


... another reason why more lending is most logical in the “Workshop of the World” 


Good times or bad, industrial diversification in the 
greater Philadelphia area really pays off! Even dur- 
ing the recent slump, 95% of the 1,800,000 man 
labor force were gainfully employed—with new 
workers being added at the rate of 20,000 per year. 


And it’s easy to see why! Almost 90% of all types 
of manufacturing activities are represented among 
the 8,766 firms in the area. No one industry domi- 
nates the labor market. Actually, only two indus- 
tries employ more than 10% of the total labor force 


in the area. 


This wide diversification stabilizes employment, 
creates jobs and fattens paychecks. 14 of the area’s 
20 major industry groups pay hourly wages of 





$2.00 or more . . . help keep purchasing power 15% 
higher than the national average. 


To maintain this high level of varied activity in the 
greater Philadelphia area, industry spent close to 
2'4 million dollars for new plants and equipment 
from 1952 to 1958. The yearly expenditure now 


exceeds 322 million dollars. 


Industrial diversification provides investors with a 
sound foundation for future growth with the added 
plus of a built-in hedge against business fluctua- 
tions. That’s why investment opportunities in the 
Greater Philadelphia area are so attractive. Find 
out about them for yourself. Contact us and we'll be 
happy to give you all the details without obligation. 


More Lending is Most Logical in Philadelphia 
PHILADELPHIA MORTGAGE BANKERS ASSOCIATION 
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Something 
happens every 
10 seconds 


that may affect your 
next transaction! 





Security Title records these events—hour by hour— 
in microfilm “memory banks.” In Los Angeles, for example, 
we feed over 6,000 new items into our electronic data system 
every 24 hours. @ Once recorded, each item is available with 
instant push-button speed. And behind these modern methods 
stands a tradition of personal interest and follow-through. This Personal Approach is your 
assurance of fast satisfactory service in all 30 counties where our policies are issued. 


SECURITY ‘TYTLE 


INSURANCE COMPANY 
Home Office: 3444 Wilshire Boulevard, Los Angeles 5, California « DUnkirk 1-3111 
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Dollars 


“Money is the seed of money.”’ 
JEAN JACQUES ROUSSEAU 


Bt stands to reason that a seed won’t grow prop- 
erly in frozen ground. The location may be desir- 
able... the building may be valued conservatively 
for mortgage purposes... the mortgage may yield 
a handsome rate of return. But should an undis- 
closed title defect come to light — you may find 


your investment frozen. 


Keep your mortgage investments “thawed out” 


by having TG insure their marketability. 


| 
a 


THE TITLE GUARANTEE 
Hip COMPANY 


CHARTERED IN NEW YORK STATE IN 18863 


HEAD OFFICE... 176 BROADWAY, NEW YORK 38, N. Y., WOrth 4-1000 


Title Insurance throughout the states of New York, New Jersey, Connecticut, 
Massachusetts, Maine, New Hampshire, Vermont, Georgia 
and other states through qualified insurers 
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th YEAR of dependable 


service to Mortgage 
Investors The satisfaction of our 


’ customers has provided the solid 





foundation of our steady growth in 
37 states, District of Columbia, 
Puerto Rico and 
Virgin Islands. 





meCUCAR 
TITLE 


INSURANCE COMPANY 


Capital, Surplus 
and Title Reserves 
in excess of 

$6,000,000.00 








LICENSED TO WRITE TITLE INSURANCE IN Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia, 
IMinois, Indiana, Kansas, Kentucky, Louisiana, Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, 
Nevada, New Jersey, New Mexico, New York, North Carolina, North Dakota, Ohio, Oklahoma, South Carolina, South Dakota, 
Tennessee, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, District of Columbia, Puerto Rico and Virgin Islands. 
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MBA CALENDAR 


May 18-19, Eastern Mortgage Con- 
ference, Queen Elizabeth Hotel, 
Montreal, Canada 


School of Mortgage Banking, 
Northwestern University, Chicago: 


June 18-24, Course I 
June 25-July 1, Course II 
July 2-7, Course III 


School of Mortgage Banking, 
Stanford University, Stanford, Cali- 
fornia: 


July 23-29, Course I 
July 30-August 5, Course II 


September 11-14, Electronic Con- 
vention, Statler Hilton Hotel, Detroit 


October 30-November 2, 48th An- 
nual Convention, Americana Hotel, 
Miami Beach, Florida 


December 10-16, Second Annual . 


Case-Study Seminar on Income Prop- 
erty Financing, Michigan State Uni- 
versity, East Lansing, Mich. 


President Tharpe’s Calendar 


May I1, Texas MBA, Fort Worth 


May 21, National Association of 
Home Builders, Washington, D. C. 


May 25-26, Conference of Business 
Economists, Washington, D. C. 


May 29, Metropolitan Washington, 
D. C. MBA—-Washington, D. C. Real 
Estate Board Joint Meeting, New 
Bedford Springs, Pa. 


>» THE COVER: This year, and for 
the next three, the nation will look 
back on that most profound and 
significant event of its past, the War 
Between the States—the event which, 
probably more than any other, cre- 
ated the nation of today. It caused 
more casualties than all our other 
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and, right, the Union troops march 
down Pennsylvania Avenue after hos- 
tilities have ceased. 
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FLEXIBILITY of full 
and deviated rates. 





COMPETITIVE 
COMMISSIONS, plus 
a ‘share of the 
profits” in some 
areas — based on 


performance. 






PACKAGE CON- 
TRACTS to meet the 
financial and per- 
sonal requirements 


Security 


for mortgage originators 






...lead to 





of the borrower. 
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offering comple 
plete facilities f 

borrower’ , cilities for the mortg: 

s insurance dollar. Rated Peay ee omy to compete for th 

red M. Best & C -_ 
: Compan 
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ACCEPTABILITY of a 
Connecticut stock 

company to investor 
and borrower alike. 
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FINANCIAL 
STRENGTH backed 
by Security- 
Connecticut Group 
with assets in 
excess of 50 million 


dollars. 





Monthly Mortgage 
Protection. Plan 
underwritten in 
Security-connecticut 
Life Insurance 
Company: This 
unique plan keeps 
monthly mortgage 
payments current. if 
the event of acct 
dent, sickness, OF 
death of the 
borrower. 
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SECURITY is 
OuR PRODUCT 


sated 
equirements when necessary 


Contact 


P. Warren Smith, President 


The 
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Insurance Grou ~~ 
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HOME OFFICE e¢ 223 S. FIFTH STREET © LOUISVILLE, KENTUCKY 
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lawyers Title [Insurance (orporation 





Lawyers Title Insurance Corporation is outstanding in reputa- 
tion for performance, sound and equitable underwriting prac- 
tices, growth, and the character and amount of assets available 


for the protection of policyholders. 


1960, 


LAWYERS TITLE INSURANCE CORPORATION 
INCREASED ITS 

CAPITAL, SURPLUS and RESERVES 

by $1,692,373 to $23,018,917 


~~; 


This kind of growth and protection prompts increasing numbers 
of investors in real estate and real estate securities to always 
look for the company signature and trademark that identify 


the outstanding title company. 


lawyers Title [nsurance (Orporation 


Home Office ~ Richmond .Virginia 


CAPITAL, SURPLUS AND RESERVES OVER $23,000,000 


LAWYERS TITLE SERVICE AVAILABLE IN 44 STATES, INCLUDING HAWAII; AND 
IN THE DISTRICT OF COLUMBIA, PUERTO RICO AND CANADA. NATIONAL TITLE 
DIVISION OFFICES: CHICAGO, DALLAS, DETROIT, NEW YORK. REPRESENTED BY 
LOCAL TITLE COMPANIES IN MORE THAN 275 OTHER CITIES. THOUSANDS OF 
APPROVED ATTORNEYS LOCATED THROUGHOUT THE OPERATING TERRITORY. 








Ceremony at Promontory Point, Utah, on May 10, 1869, when 


_ the Union Pacific and Central Pacific railroads were joined. 


When East Met West 











AT PROMONTORY POINT 








The symbolic gold spike that buckled a steel belt across America’s 
middle reflected more than light from the midday sun—it reflected 
the plans and hopes of a Nation that needed a Western frontier. 
This new way to “go West’ became an irresistible invitation to 


men of enterprise and imagination. 


The West grew and prospered. And 
Northern California led in the 
growth and wealth of America’s last 
great frontier. Sonoma Mortgage 
Corporation, located in the heart of 
this abundant land, has placed over 
$200,000,000 in financing to work 
for residential and commercial 


builders and buyers of the West. 
If you have capital to invest in 
America’s last great frontier, you're 
assured of friendly Western hospital- 
ity, plus bed-rock commonsense 
when you deal with SMC—your best 
partner in financing the prosperous, 
new West. 





SEE SMC FOR 
FHA OR VA LOANS +: STANDBYS 
CONSTRUCTION PARTICIPATION 
PRIME COMMERCIAL & INDUSTRIAL LOANS 


SONOMA MORTGAGE CORPORATION 
HENRY TRIONE, President 
1701 Fourth Street » Santa Rosa, California « Liberty 6-3310 
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Here’s what’s behind our title insurance, 
reinsurance, trust and escrow services 





Chicago Title and Trust Company 
and Subsidiary Title Companies 


CONSOLIDATED BALANCE SHEET — DEC. 31, 1960 





ASSETS 
CASH ON HAND AND IN BANKS ; .«+$ 8,121,929 
MARKETABLE SECURITIES 
Bonds, at amortized cost 
U. S. Government obligations ... 8,610,119 
State and municipal bonds . 16,907,356 
Other bonds - 1,545,107 
27,062,582 
Stocks, at market value 
Preferred sééecee Be 
Common .- 7,645,794 
9,643,574 
Bonds, at amortized cost, pledged to secure = 
trust and escrow cash balances 
U. S. Government obligations . 16,756,865 
State and municipal bonds 6,842,012 
23,598,877 
Total marketable securities . 60,305,033 _ 
RECEIVABLES, less reserves for doubtful accounts -__ 2,603,216 
OTHER INVESTMENTS 
Chicago Title and Trust Building Corporation, common stock 
($4,250,000) and note receivable ($1,250,000) . 5,500,000 
Mortgage loans on real estate . 1,416,853 
Sundry loans and investments, less reserve for losses 1,165,560_ 
_8,082,413 
FIXED ASSETS, at cost 
Land ee 719,513 
Buildings and building improvements . 2,431,661 
Furniture, fixtures and equipment . 2,222,698 
Less—Reserves for depreciation and amortization -_ (1,518,600) 
_ 3,855,272 _ 
PREPAID EXPENSES ee 182,187 
TITLE RECORDS AND INDEXES ..+ 6,552,972 
Total Assets . $89,703,022 





LIABILITIES, RESERVES AND CAPITAL 


LIABILITIES 


Cash deposits as indemnity against specific title insurance risks. ... .$ 5,223,330 
Accounts payable and accrued taxes 
Federal income tax 2,250,662 
Other taxes 260,409 
Accounts payable . 536,376 
3,047,447 
Trust and escrow cash balances secured by pledged securities 23,430,035 
RESERVES 
For possible losses and related expenses 
for title, escrow and trust services 7,022,082 
For contingent deferred compensation 451,611 
For market fluctuation of securities 8,193,137 
Unrealized appreciation on stocks = 4,148,881 
19,815,711 
MINORITY STOCKHOLDERS’ INTEREST IN SUBSIDIARY COMPANIES __ 707,793 
CAPITAL 
Capital stock, par value $20 per share, 
authorized 750,000 shares, issued 634,709 shares 12,694,180 
Surplus : ; .. 14,153,745 
Undivided profits : 10,630,781 
37,478,706 
Total Liabilities, Reserves and Capital $89,703,022 


FINANCIAL STRENGTH 

The Consolidated Balance Sheet at left 
is published to show you the financial 
resources that back the title insurance 
and reinsurance policies of Chicago Title 
and Trust Company. Below are listed 
some of the additional factors which 
make it possible for us to serve you 
quickly and reliably. . . . as this com- 
pany and its predecessors have been 
doing for 114 years. 


SERVICE AND FACILITIES 
TO MEET YOUR NEEDS 


No matter what your needs are—title 
insurance on a small dwelling or a huge 
office building, reinsurance to spread 
the risk on a multi-millon dollar devel- 
opment, or escrow service to facilitate 
the fast, safe closing of an important 
real estate deal, Chicago Title and Trust 
Company has the experienced staff and 
the facilities to serve mortgage lenders, 
realtors, lawyers and builders promptly 
and expertly. 





EXPERIENCED MANAGEMENT 


The safe, skillful performance of the 
many services offered by Chicago Title 
and Trust Company is a product of the 
combined knowledge and experience of 
this company’s officers and staff work- 
ing under the directon of a distinguished 
Board of Directors. Members of this 
Board are men of broad and varied 
backgrounds in law, real estate, invest- 
ments and business management. Their 
judgment provides the continuity of 
sound direction which is so important 
to the long-range protection of invest- 
ments in real estate. 


For information on title insurance or title reinsurance anywhere in the nation, write to: 
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Chicago litle and Trust Company 


111 WEST WASHINGTON STREET, CHICAGO 2, ILLINOIS 
Regional Offices, Agents and Representatives serving every Illinois county 
Title insurance on property in other states through subsidiary companies 

Title reinsurance service on property throughout the nation 











ONE OF A SERIES OF ADVERTISEMENTS DEPICTING THE BEAUTY OF OUR FLORIDA COMMUNITIES 





Annie Russell Theatre and Knowles Memorial Chapel 
of Rollins College, Winter Park. 





Photo ccurtesy of Winter Park Board of Realtors 
and Rollins College 


The Florida lawyers’ organization Operating only in Florida, Lawyers’ Title Guaranty 
for guaranteeing titles to real estate. é 


Fund is the /awyer owned and managed title under- 


writer through which Florida /awyers can supply 
Lawyers 


at Seay closing services and title protection to their clients. 
u 





Lawyers’ 
Qualified with and supervised by the Title Guaranty Fund 


Insurance Commissioner of Florida. (The Fund) 
P. O. Box 2671 Office at 22 E. Gore Ave. Orlando, Florida 
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Two Faces of Stability 


in 





HE conflict between instability of 
particular parts of the economy 
and of the whole is especially signifi- 


cant to residential construction. Its 


pace historically has been more un- 


even than is desirable. Here is an 


industry that has been stimulated by 


government when general recession 


threatens even though such stimulus 


increase the building industry's 


Residential construc- 


may 
own instability 
tion, as well as highway construction, 


have been used as counterweights 


Che hope is that houses and roads, 
being needed anyhow, can be built at 


accelerated rates when the rest of the 


economy is in the doldrums and thus 


supply jobs for the cyclically unem- 


ployed. This hope assumes that un- 


satishied demand for housing exists 


which of course may not be the 


case in all recessions. Unfortunately, 


have often resulted in the 


lags 


time 


LAND TITLE 


SERVICE 
COVERS 


eo) Te 





ey 
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residential construction 


To stimulate the economy when a stimulus seems 


necessary, housing like roads is easy to get at, 


easy to manipulate — or so it has appeared. 


But we may have reached the end of that road 


additional housing being built 
the rest of the economy has recovered 

thus accentuating the strain on 
resources and the raising of costs. In 
fact, if house buying had not fallen 
off in 1949, 1953, 1957, 
higher construction costs might have 


pushed housing prices still higher than 


and even 


they are. 

Any policy for stabilization of resi- 
dential construction activity must con- 
sider what it is that 
stabilized: current additions to supply, 


needs to be 


or the capacity of the existing stock to 


satisfy consumer wants. During most 
of the postwar period these two con- 
siderations have not been in serious 
conflict. 

Changes during recent years in the 
amount and kind of household forma- 
tion, the steady rise in vacancies, and 
the absence of pronounced urgency 


in market demand for housing suggest 


es 





after 


By C. CANBY BALDERSTON 


Vice Chairman, Board of Governors, 
Federal Reserve System 


that we may have entered a period 
when the total stock of housing and 
its capacity to satisfy consumer wants 
is numerically more nearly satisfactory 
than before. If this is the case, at- 
tempts to maintain additions to the 
supply at recent levels may have seri- 
effects on the market 
existing houses. 


ous value of 


Undoubtedly, a substantial number 
of Americans are living in housing 
that should not be in use. Elimination 
of substandard housing, however, is 
not necessarily a direct 
of building houses than the 
market will absorb. In the auto in- 
dustry, the building of more new cars 
than the market will absorb does not 
substandard from 


consequence 
more 


eliminate vehicles 


57 Years Experience in Ohio Titles 


LAND TITLE 


GUARANTEE ...cTRUST CO. 


~ 


IEFFERSON - MEDINA - PAINESVILLE - RAVENNA - YOUNGSTOWN 





the road. Immediately after the war, 
an increase in supply —by repair, 
modernization and conversion, as well 
did result in 
many families moving from makeshift 
to acceptable housing. 


as by new construction - 


But through the postwar period, 
boom activity in housing construction 
coincided with the general 
In a measure it was 
countercyclical in its fluctuations, but 


has not 
economic cycle. 


at times its effectiveness as a counter- 
weight has been hampered by the 
inflexibility of mortgage interest rates. 
In part, such inflexibility is inherent 
in our mortgage markets, but in part 
it results from the inflexible ceilings 
of the FHA-insured and the VA- 


guaranteed mortgage programs. 


There ought to be a completely 
free market in mortgage loans 
Development of a freely functioning 
secondary mortgage market for con- 
ventional, as well as Federally under- 
written might help to 
remove some of the inherent inflexi- 
bility of rates by permitting general 
capital market developments to in- 
mortgage 


mortgages, 


fluence the conventional 
market promptly. Inflexibility in con- 
ventional mortgage rates may be at- 
tributable in part to the fact that 
competition from FHA and VA fi- 
nancing tends to decline as discounts 
rise. A more sensitive administrative 
flexibility of interest rates under these 
programs would thus help make all 
mortgage rates more flexible. This, in 
turn, should help to moderate the 
wide swings that have characterized 
activity in residential construction. It 
should be recognized, however, that 
this greater flexibility would mean 
the payment of higher interest rates 
at times and also would involve draw- 
ing funds from other capital markets, 
except to the extent that the higher 
interest rates stimulate increased sav- 


ings. 


DIRECTORY OF AMERICAN 


SAVINGS & LOAN ASSOCIATIONS 


1961-62 EDITION 


The established investors’ encyclopedia. First complete 
directory of all Savings and Loan Associations in all 
50 states and D. C. Over 6,300 entries. Listings al- 
phabetically by State and City, name of Association, 
location, key officials, assets, memberships in Federal 
agencies 282 page cloth bound volume. $25 postpaid 
10% cash discount. Sample listings on request. 


T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 E. 25th St. Annex Baltimore 18, Md. 





Finance undoubtedly has had a 
great bearing on the demand for hous- 
ing in the postwar period. Currently, 
however, other factors may be growing 
in importance. As the automotive 
industry has found, public taste does 
not stand still. In general, the public 
is demanding more 
it spends now that the 


basic value for 
the money 
more urgent shortages created by war 
have been satisfied. 

Public taste in housing is difficult 
to fathom. Change, however, may be 
in the wind; witness how many mobile 
units are being used as homes and the 
increased interest in housing for spe- 
cial such as retirement. 
Though the magnitudes are still rela- 
tively small (as were foreign car im- 
ports a number of years ago) , changes 
may be under way whose significance 
is still to be determined. 


purposes, 


In summary then, the demand for 
residential construction, still under the 
influence of financial stimulation, 
seems to be reflecting new consumet 
desires as well. The extra stimulation 
may have had the 
increasing the supply of housing, and 
of enabling more families to hold title 
to their homes, even if many times the 


good result of 


equity be thin. 

However, every sweet hath its sour, 
and every benefit its tax, as Emerson 
observed. In this case the past use of 
this industry as a stabilizing factor for 
the economy as a whole may have 
heightened potential instability of the 
housing industry itself. The penalty is 
perhaps already appearing in the rise 
of unemployment among construction 
workers. In 1955 to 1957, 8 to 9 per 
cent of all construction workers were 


unemployed, whereas the 1960 figure 
was over 12 per cent despite the fact 
that non-residential construction was 
at record levels. Were Emerson still 
alive, he might glean from the experi- 
ence of the housing industry still an- 
other example for his essay on Com- 
pensation. 


As before the Des Moines Real Estate Board 


$70 BILLION MORTGAGE 
DEBT PAID IN DECADE 


American homeowners have paid 
off a total of close to $70 billion on 
the principal of their home mortgage 
debt, exclusive of interest, in the pe- 
riod from the beginning of the Fifties 
to date. 

This reduction consisted of regular 
amortization payments swelled by size- 
able amounts of voluntary repayment. 
The two together added up to just 
under $3% billion in 1950 on one-to- 
four family nonfarm homes. For 1960 
the total came to more than $9 billion, 
or well over two and one-half times 
as great, reflecting the big rise in home 
mortgage debt in the residential build- 
ing boom of the last decade. Amorti- 
zation payments alone represent al- 
most $6 out of every $7 of the debt 
repaid in the 1950-60 period. The 
figures exclude refinancing. 

Total home mortgage debt out- 
standing has shown an even greater 
rate of growth than repayments, and 
for 1960 was estimated at approxi- 
mately $142 billion, over three times 
the $45 billion outstanding in 1950. 
This largely reflects the level attained 
by residential building in the Fifties, 
which the stock of 


during nation’s 














Detroit 26, Michigan 





We are pleased to announce that 
we have just placed 
A Million Dollar Conventional Mortgage 
On A Detroit Nursing and Convalescent Home 
and successfully completed 
A Million Dollar Stand-By Commitment For 
Residential FHA and VA Units 


We are anxious to serve you in the Detroit area. 
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housing increased by 12'% million res- 
idential units, or more than a quarter. 


Combined with this were a number 


of other debt-boosting factors, includ- 


ing the rising costs of home con- 


and 
through reduced downpayments and 


struction, easier mortgage terms 


longer maturities 


While 


buver 


the newer home 


feel he has 


average 
may a long way t 
vo before he sees an appre iable ef- 


fect, for millions of others who have 
the 


period of time amortization has been 


met payment schedules over a 


building up an increasing equity in 


the home, irrespective of any valua- 


tion windfall resulting from rising real 
The 


estate prices figures likewise show 


HOME MORTGAGE DEBT REPAYMENT 


In Contribution te ennvel new financing for one te four family nontarm resudences 
in bitliom of goiter) 





OD nerarnenr c) NEW FINANCING - 


ie4 162 





thousands of other 


hundreds of 


that 
persons have figuratively “burned the 
veal 


debt 


on their homes every 


mort¢vave 


during the last decade as thei 


repayments achieved the ultimate 
dream of every homeowner—a _ house 
free and clear. Many of these are in 


life, with 
of debt-free 


the later vears of a higher- 


than-average proportion 
homes among those 65 vears old and 


ovVve'l 


Beyond this impact on the financial 
well-being and security of the individ- 
ind the family, debt 


ual repayment 


has an important influence on the 
economy through its feed-back of lend- 
able funds into the nation’s credit and 
investment stream, and thus reinforc- 
ing the process of savings and capital 
formation upon which our high-invest- 


ment economy is based 


Chis 


amoruzation 


return flow of funds from 


and mortgage debt pre- 
payment is of particular 


life 


nation’s 


importance 
to the and 
the 


which are not only the principal lend- 


insurance 
thrift 


companies 


other institutions, 


ers on residential building but are 
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the source of much of the 


economy's other capital and invest- 


likewise 


ment funds. 

A few figures will illustrate the im- 
portance of the workings of amortiza- 
tion and voluntary prepayments in re- 
lation to the financing requirements in 
the home mortgage field in a period of 
record demand such as occurred dur- 
ing the Fifties. 


Che annual need for new funds to 
finance the purchases and sales of new 
one-to-four family nonfarm homes and 
existing homes in this classification, 
net of any refinancing of debt involved 
in such transactions, grew from around 
$11 billion a year in the early years of 
the decade to more than $20 
billion a 1959 and 1960. In 


1950 and 1955 amortization and pre- 


last 


year in 








| neal 


FEIFFER CO., INC. 





payments suppiied less than a third of 
the new home mortgage funds needed 
in those years. Since 1957 they have 
been contributing two-fifths or more 
of the annual totals. 


Over the past decade, the number 
of debt-free one-to-four family non- 
farm homes has grown from under 25 
million in 1950 to almost 27% million 
in 1959, an average of around 500,000 
the 
mortgaged homes has shown a sub- 


a vear. However, number of 


stantially greater increase, rising by 
more than 6 million in the period. As 
the debt-free 


homes represented less than three out 


a result, number of 
of every five one-to-four family non- 
farm residential properties in 1959 as 
against nearly two out of every three 
in 1950. 





= FHA.» GL 
MORTGAGES 
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© Offered at Maximum Yields 


530 Fifth Ave. 
New York 36, 
Telephone 

YUkon 6-5390 





Florida 
Pennsylvania 


Agencies throughout Delaware 
lina Virginia Ohio 





Protect your mortgage investments wich 
Berks Title Insurance policies. Berks Title offers full 
service to corporations and individuals who buy, lease or 


otherwise invest in real estate. 


Eeths Jitle insurance company 


READING, PENNSYLVANIA 


New Jersey.. North Caro- 
District of Columbia 


Maryland 
West Virginia 











LIFE COMPANIES EARN 
MOST SINCE IN 1933 

The net rate of interest earned on 
life 
federal income taxes, rose to 4.11 per 
cent in 1960, highest since 1933. This 


compared with 3.96 per cent the year 


invested insurance funds, before 


before and a 3.61 per cent average 
for the past 10 years. 

This before-tax earning rate, how- 
ever, is not comparable with the rates 
of the 1920s and 


of usable funds, because of the huge 


1930s as a measure 


rise in taxes. In 1933, for instance, 
Federal income tax payments were 
negligible, but by last vear they had 


risen to well over $500,000,000. 
Che net investment earnings of all 
U. S. 


taxes, 


life companies in 1960, before 
totaled $4,600,000,000, an in- 
crease of $400,000,000 over the year 
beiore. 

The earning rate on life insurance 
steadily 


all-time 


funds has been improving 
since 1947, at which time the 
low point in earning rate was reached. 
The 1947 rate was 2.88 per cent. Last 
year’s rate was nearly half again as 
large, but the increased aggregate of 
taxes would sharply reduce the effec 
This 


measured, as it is not possible to com- 


tive gain. reduction cannot be 
pute an industry-wide after-tax rate 
the Federal tax 


formula applying to life insurance. 


under new Income 
As good as recent gains in earning 
the 
still about one-fifth smaller 


rate have been, current rate is 
than the 
average rate of the 1920s. The earn- 
ings rate ran as high as 5.18 per cent 
in 1923 

Gains in investment earnings and 
improvements in mortality are two of 
the chief factors in holding down or 


reducing life insurance costs. 


LIFE COMPANY REALTY 
IS OVER $3'/2 BILLION 
rhe real estate portfolio of life in- 


surance investments includes proper- 


ties in every state with New York, 
California, Illinois and Pennsylvania 
realty held 


leading the aggregates of 
for investment. This investment realty 
is largely the development of the years 
1946, when the New York law 


was liberalized to permit holding com- 


since 


mercial and industrial properties for 
rental purposes. 

The aggregate holdings of real es- 
tate by U. S. life companies at the 


start of last year were $3,651 ,000,000, 
all but 1 per cent being investment 
in U. S. properties. About three- 
fourths of the total, or $2,700,000,000, 
and _ industrial 


was in commercial 


rentals or rental housing, the balance 
being in the companies’ own office 
buildings. 

New York led the list, with $849.- 
100,000 invested by the life companies 
in realty, only 15 per cent of which 
represents company offices. California 
accounts for $557,700,000 of the com- 
panies’ real estate investments, only 
8 per cent of which is company offices. 
In Illinois, the companies have $266,- 
100.000 


cent of which is company office prop- 


invested in realty, 26 pe 


erties. In Pennsylvania, they have 

$197,800,000 of real estate, only 7 

per cent being company offices. 
Realty investments in other states 


include: New Jersey, $117.500.000: 
Massachusetts, $161.200,000: Texas, 


$158,300,000: Ohio, $150.800.,000: 


Connecticut, $91,200,000; Florida, 
$86,800,000; Virginia, $78,€00,000; 
Indiana, $59,800,000: Tennessee, 
$47,000,000 : $44,500,000: 
Wisconsin, Nebraska, 
$42,400,000. 


Missouri, 
$44,500,000: 


Real estate investments of the life 


companies are expected to reach 
$4.000,000,000 this year, of which 
slightly over $1,000,000,000 will be 


home office properties, about $400,- 
000,000 will be 
$2.300.000,000 will be commercial and 


rental housing, ove 
industrial rental properties. This last 
part of the portfolio represents busi- 
ness and industrial housing for prac- 
tically every type of activity in the 
country. Chain stores, local depart- 
office build- 
broad 


ment stores, factories, 


ings, warehouses and a range 
are thus owned by the life 


usually on 


of realty 
companies and _ rented, 
long term lease, to businesses coast to 
coast. A the 


folio is “lease-back”’ properties. 


large segment of port- 
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-AFULL ACRE | 


3 of complete land records 

with America’s largest 
and most experienced 
staff of title experts... 





assures you fastest possible and most dependable title services 


...another reason why a Title Insurance and Trust 
Company policy provides the best title safeguards for 
buyers and lenders. Every T.I. policy is backed by 
Southern California’s longest established title company 
— with sound, conservative management and assets of 
over $75,000,000. So remember, for your protection, 
for your client’s protection, specify T.I. 


“Since 1893” 


Title Insurance and 
Trust Company 


Home office and inter-county service 
433 South Spring Street, Los Angeles 54 + MAdison 6-2411 


OFFERING COMPLETE STATEWIDE TITLE SERVICES 
WITH JUST ONE LOCAL CALL 
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Wortgage Banker 


OUR UNIVERSITY ONCE 
INVESTED IN MORTGAGES 








HE INSTITUTION, of which I 
officer, 
mortgage loans but later for a con- 
siderable period practically excluded 
this investment medium. Recently it 
has re-entered the field—and the rea- 
why This 
could be a repetition of the rejoicing 
on the return of the wayward son to 
the home and the principles of the 
family. In this case, however, it may 
be that the black sheep has not really 
become snowy white, but only a dark 
But the shade can, under 
tain conditions, lighten, and this may 
be slowly happening. 

But first 
tory of my 
practices during the 30 years I have 
headed its investments division and a 
little prior to that. A university has 
many activities and many different 
operations with different require- 
ments. Upon the creation as a sep- 
arate department of the one I 
administer, there was a strong recogni- 
tion of the distinct obligations of a 
trustee and the necessity of viewing 


am an years ago made 


sons may be of interest. 


orey. cer- 


his- 
investment 


let’s look into 


institution’s 


some 


AND IS NOW DOING 


SO AGAIN 


In our search for new markets for our mortgages, how important 

is that one we once had for a small volume of loans, the colleges and 
universities’ When we think of new markets these days, we think 
mainly of the pension funds because their current participation 

in our investment medium is their first and they represent a vast 
aggregation of capital. Many great educational institutions, 

however, have traveled our road before and they have rapidly in- 
creased endowment funds. This is the experience of one great 
university that was once in mortgages, then left the field and now is 
coming back, but, as the author says, rather slowly at first. 


the investment would a 
trust officer of an officially recog- 
trust company. At that time, 
our total fiduciary account totaled 
about $16,000,000 with many separate 
trusts to benefit individual projects or 
departments and in seven distinct 
areas in the state. I instructed 
that my duty was to judge all invest- 
ment items with a view to the trust 


aspects as 


nized 


was 


By ROBERT M. UNDERHILL 


Vice President and Treasurer 
of the University of 
California, Berkeley 


beneficiary as distinct from the trustee, 
even though the University was both. 
Under this principle, funds must be 
invested with total over-all benefit to 
the University. 

Then started the first change, par- 
ticularly as it affected the mortgage 
field. In 1930, of the fiduciary funds 
mentioned above, 60 per cent were in 
the mortgage field, either as direct 
and separate loans or in real estate 
bonds, and 80 per cent of the ac- 
count was based in California. From 
my long length of service you can be 
sure that I have had some experi- 
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‘We now recognize mortgage loans of high quality as 


having a place in our portfolio and are continually working 


toward a stronger position in this field though | doubt 


that, percentage-wise, it will for years appear large in 


com parison with our sto h and hond percentages 


neces in relation to imvestments in 


eneral and real property in particu- 


lar that were not all pleasant As a 


boy. I saw my native city largely con- 


conflagration. A simila 
one took blocks ol the 
The de- 


failure 


umed in a 
but less drastic 
which I 


of 1929-1954 


city im now reside 


pression caused 


ifter failure, and with it went the fee 


title to many properties. California 


was paying its bills in registered war- 
way, I was buy- 


rants which, by the 


ing at yood, short money rates 
All of these experiences had a part 
policy 


in changing our investment 


Che ( 


ilmost entirely supported by the State 


niversity in the Twenties was 


of California. Though small, its out- 


side income was growing in impor- 
tanc The permanent fiduciary ac- 
count now exceeds $170.000.000 with 


perhaps half again as much in short- 


term investments tor near-term ex- 
penditures 


Based 


pl udent to 


upon this trend, it seemed 


gradually move the in- 


vestment base away from the general 


support base, which has been, of 


necessity, growing because of the in- 


crease in population and the greater 


complexity of California’s economic, 
ind industrial needs, lest 


set-bac k 


wricultural 


i local or regional could 
compound the operational difficulties 
of the institution 


Moving the 


the locality where the security can be 


investment base from 


accurately and personally assessed fre- 


quently was one reason for a shift in 


percentage In 


the mortgage loan 


former Gays, it was quite the practice 
to make But, 


this always seemed a question- 


fraternity house loans 


qa) rie 
ible practice 
how can a force his 


set im, parent 


children to repay, what can be gained 


by taking over fraternity house prop- 
erty, how and to whom do vou sell 

if foreclosure is necessary? And, 
should you do so, the student hous- 


ing situation becomes more acute than 


ever. In declining to make these loans 


ind to gradually have them liqui- 
dated, I have not endeared myself to 
students and deans: but had such 
18 THE MORTGAGE BANKER + May 1961 


since, should bad times ~ 


properties been taken over, this feel- 
have been The ab- 
1941-1946 proved 


that this policy was correct and we 


ing would worse 


sence of men in 
are now out of this type of loan 

Now 
types that we have had 
We 


and few 


what of some of the other 
and suffered 
had few fore- 


through ? have 


closures losses with the ex- 
ception of sleep and time that could 
have been better expended. We did 
have such things as a church hospi- 
tal, a submarginal farm, an orchard 
and small winery supposed to be in 
line for a subdivision, the middle part 
of a hotel, a mismanaged office build- 


took 


excellent 


ing which we over and reha- 


bilitated with results, and 


So on 

I do not want to leave the impres- 
that all that 
so. But all this did point out a lesson: 
the properties were spread over an 


sion was bad was not 


area from the Upper Sacramento 
Valley almost to the Mexican border 
With 


enough to justify a staff large enough 


an account which was not large 


to know values all over the state and 
to be expert in hospitals, farms, win- 
and hotels, 


could not be continued, Consequently 


eres, such investments 
our departure from this field, after 
these experiences, should occasion no 
surprise 

Our volume then did not put us in 
a position to regularly make loans in 
amounts large enough to attract the 
The banks, of course, are 


best loans 


constantly in touch with the needs of 


their depositors; and it is of interest 
to a business to keep its banking con- 
The trust di- 


have 


nections in good order. 
banks 


information from the credit depart- 


visions of the access to 


ment that enables them to decide im- 


mediately on a loan value through 


and they tend 
thei 


their appraisal officers 


to invest, to a great extent, in 


own localities, thus permitting con- 


stant surveillance. The loan represen- 


tatives of the insurance companies, 


being real estate concerns, have up- 


to-date knowledge of real estate 


trends, transfers and values: and with 


a steady source of investment funds, 


they can place the better loans with 
the insurance companies immediately. 
How. 


with an irregular 


then, could an institution 


flow of investment 
a position to compete? 
that 


and 


money be in 
Che 


act eptable to 


often loans not 


banks 


result was 
insurance 
companies would be offered to us. 

In the investment problems of a 
state institution, the personal factor 
enters. There are friends of those who 
may be in a position to further the 
interest of the University. There are 
prominent and helpful alumni who, 
from time to time, may ask considera- 
tion of properties they represent. And 
there are always the desires of de- 
partments for the use of investments 
with the that 


subsequent annual appropriations will 


for facilities thought 
liquidate the debt. There is, likewise, 
an occasional suggestion of a loan, on 
a marginal situation, because it might 
produce a larger current yield. These 
officer must ex- 
always continue to 


are matters a trust 


amine and must 
judge at arms length. 
The individual home 
banks and insurance companies, an 
acceptable investment. But what is 
its position for a university? I know of 
that and 


invests in loans all over its town. In 


loan is, for 


one college buys property 
this case, it is rather simple to make 
the appraisal and rather easy to keep 
i But 
one locality—and exclude others with- 


out some notice from those who con- 


in touch. could we choose any 


tribute to our support? And should 
we enter into this medium and be re- 
quired to foreclose we would create 
more ill will in the act of displace- 
ment than would a private financial 
institution; and, further, if the prop- 
erty came into our hands, it would 
then be tax exempt and the cause of 
more difficult public relations. 

In the Twenties, the investment ac- 
tivities were carried out by officers 
with more pressing duties. There were 
no specialists (even if we are now 
charitably presumed to have them) in 
the investment field, and, likewise no 
manuals or services. Growth 
necessitated building 


engaging personnel and following the 


sec urity 
a department, 


investment field intensively. 

The greater certainty of investment 
funds being regularly on hand gave 
an opportunity of encouraging offer- 
ings. No longer were applications re- 
without though 
perhaps not always acceptable, merit. 


ceived reasonable, 





The tight situation of the 
last two years or so led banks, espe- 
cially in the East, to invite our parti- 
cipation with them in large loans. In 


money 


this manner, with a silent and un- 
disclosed partner, the bank can ac- 
commodate its usual customer even 


though its funds are not plentiful. We 
now have five such participating in- 
terests with eastern banks and have 
had one, since repaid, with another 
such bank. It is interesting that in no 
case did we previously have money 
on deposit with those banks and had 
such relationship. With 
we have since made that con- 


no direct 
some 
nection. 

Another interesting fact is that only 
one of these opportunities came as a 
result of our being put in touch with 
such a loan by a California bank 
and we have many large deposits to 
cover our operating needs in Cali- 
fornia banks. It is almost exclusively 
in California that our funds are kept. 
Chere situations where 
enter into these arrangements whereby 


are now we 
the earlier maturities are in favor of 
the banks, the later ones to us. Inter- 
est, however, 1s paid currently to both, 
the bank acting in all cases as man- 
ager without charge. Its benefit is 
continuous accommodation to its cli- 
ents even though its lendable funds 
may be short. 

The finder’s 
sometimes a problem. Basically, the 


matter of a fee is 
cost of obtaining a loan for years was 
met by the borrower, but as the de- 
mand for prime loans increased due 
to increase in insurance accounts, sav- 
ings accounts, and particularly the 
substantial competition, the 
pension fund, this cost sometimes is 
shifted to the lender. To in- 
vestors, this is not important. Espe- 
cially true is this in the case of pen- 
sion funds and But to a 
trust fund such as ours, and also to 
banks, it makes some difference. 


newest 


some 


insurance. 


Che Income and Principal Act of 
California the amortization 
of premiums as a reduction of coupon 
interest and it has 
held by counsel advising us on this 


prevents 


on bonds; been 
problem that not only may we not 
amortize premiums but we may not 
charge against interest on mortgages 
the amortization of a finder’s fee over 
the life of the charge it 
against the first six or 
terest. Over the life of a thirty-year 
bond, this reduction of capital at the 


loan or 
so months in- 


end of that period is not very sig- 
nificant. But a reduction in return 
of capital on a ten-year and espe- 
cially on a five-year loan raises ques- 
tions. 

Donors are always interested in 
what transpires with their gifts and 
in a short period may be examining 
how the fund has fared. They could, 
of course, specify permission for write- 
offs in the trust instruments, but they 
or their attorneys seldom do. Nor do 
the officers of 


through whose fine services so many 


trust companies, 
permanent endowments for the Uni- 
versity’s benefit are suggested. Of late, 
fortunately, the 
stocks in 


increased value of 
common the total 
dated fund has increased the partici- 


pating value of the trusts in funds 


consoli- 


which may be pooled and the de- 


creases are not noticeable. It is, of 
course, noticeable where a fund may 
not be pooled and must be placed in 
fixed income investments. 

The finder’s cost is not, in all cases, 
an insurmountable drawback but it 
must be considered with every othe 
factor of lending need and available 
media. 

As an the 
loan must compete for our funds with 


every other investment opportunity 


investment, mortgage 


especially in the free discretion by the 
Board in a consolidated fund. While 
in a growing fund where income alone 
is expected to be expended, market- 
ability of each separate item is not a 
necessary requirement, there are ad- 
justments in policy that, at times and 
because of interest situations make the 
mortgage both more or less attractive 
than a marketable bond. It requires 
more frequent attention than most 
high-rated bonds and if the yield is 
not reasonably greater, the bond may 
be preferred, although this preference 
can easily be reversed by a number of 
circumstances. 

Our the 
mortgage field started a few years ago 
when high-grade bonds were yielding 


first serious returning to 


perhaps 27% per cent to 3 per cent. 
At that time, we started accumulating 
FHA loans on a small basis. While 
$14,000 to $17,000 with 
monthly payments of principal and 
interest, individually require a book- 
keeping cost out of proportion to the 


loans, 


size of our account where our usual 
investment minimum is $100,000 with 
a maximum of approximately $5,000,- 


000, the fact that a real estate or 


mortgage company makes the collec- 
tions and does the monthly bookkeep- 
ing lessens this problem. The _ possi- 
bility of having to acquire these 
properties is probably not serious as we 
would not have to take on the prop- 
erty ourselves as the loan is insured. 
When sold to us at a 4 per cent rate 
and anticipated twelve-year pay out, 
the yield on the first group was ex- 
pected to be 4.25 per cent. Of the 
original 83 loans totaling $1,000,000, 
only five have been repaid. Consid- 
ering the interest on those loans as 
compared to today’s rates, I doubt if 
we will have an average twelve-year 
pay out on this group. However, since 
investments must be made regularly 
in an account of our type, the yield 
was better than the yield on bonds at 
that time, and we regrets. 
With those acquired in the last year at 
yields anticipated on a_ twelve-year 
pay out basis of from 5.4 per cent to 
5.8 per 
early payment may be more generally 


have no 


cent on 534 per cent loans, 
realized. As a matter of fact, one of 
these was paid out within six months 
of issuance. 


Other 
been on service stations leased to large 


loans we have made have 
companies where the leases are non- 
cancellable and pledged, warehouses 
where the leases are of similar stand- 
ing, pledged and the loan guaran- 
teed by a concern whose stock we 
regard of satisfactory investment qual- 
ity, oil lands where we _ participate 
with banks and where we accept the 
opinion of the banks’ oil geologists 
and appraisers. 
How do other universities regard 
mortgage loans? These statistics and 
comments are from a report of the 
United States Bureau of Education, 
entitled “College and University En- 
dowment Investments” issued in 1958. 
“Of the total investment of $3,800,- 
000,000 reported by 200 colleges 
which held 85 per cent of all college 
endowment funds, repre- 
sented 3.60 per cent of the total book 
value, 2.82 per cent of the market 
value, and provided 3.35 per cent of 
the total income. The average yield 
on the mortgages at book value was 
+.64 per cent, whereas the yield on 
the total investment account was 4.91 
per cent. Because of the apprecia- 
tion in the value of other investments, 
the average yield based on market 
3.84 per cent. The 
Continued page 34, column 1) 


mortgages 


was mortgages 
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HE SUBJECT of the relationship 
between commercial banks and 
mortgage companies and the appro- 
priate functions of each may be a 
But, touchy or not, it 
me to be a subject that 


touchy one. 
seems to 
should be faced candidly, since it in- 
volves not only the common welfare 
of both groups, but also that of the 
public that both of them are here to 
serve. 

I think we have a real issue here, 
because, more and more, I find each 


He must have credit for construction 
financing, and he must have facilities 
for warehousing uncommitted loans, 
for he frequently needs a marketing 
period for his merchandise. 

All this is essential to the effective 
operation of a mortgage company. It 
is also very good business for the com- 
mercial bank. But this is by no means 
where the mutually beneficial relation- 
ship ends. In the course of his busi- 
ness, the mortgage banker is responsi- 
ble for the collection of the interest 


Mortgage Bankers and 





Commercial Rankers-- 





Che Role of Each One 





20 


In Mortgage Financing 
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group acting, or, better, attempting to 
act, as if it could get along without 
to a large extent, even 
displace the other. In this effort to 
overlap functions in order to gain a 


the other or, 


presumed immediate selfish advantage, 
the greater benefits to the public as 
as to themselves of developing 
their relationship 
may be lost sight of. 


well 
further historical 

Let us first take a look at this his- 
torical relationship. The 
banker definitely needs the commercial 
banker. In carrying out his specialized 
functions, the banker re- 
quires short-term bank credit. In fact 


mortgage 


mortgage 


he must have large amounts of it. He 


must have credit for carrying com- 
mitted loans until they are ready for 
delivery and often until delivery is 


called for by the permanent investor. 


and principal on his mortgage accounts 
as well as prepayments of taxes, 
hazard insurance, and mortgage insur- 
ance. All of this swells the deposits of 
the commercial bank. 

The volume of the deposits at the 
disposal of the mortgage banker is 
the fact 
mortgage 


very large. It results from 
that, on a national 
companies today are servicing more 
than one-fifth of the total home mort- 
gage debt and nearly half the out- 
standing debt insured by the FHA 
or guaranteed by VA. In many areas 
the proportion is much larger. In my 
own state of Georgia it is nearly 40 
per cent of the total. And none of this 
includes the considerable amount of 
debt being serviced on apartment and 
business property. 

It is therefore safe to say that the 


basis, 


manifold activity of the mortgage 
company is as good business for the 
commercial bank as the service ren- 
dered by the commercial bank is good 
for the mortgage company. All this 
makes for a compatible and profitable 
relationship for both sides. I believe 
it is an ideal relationship, because it 
permits the commercial banker and 
the mortgage banker each to function 
in the way in which his training and 
his aptitude best suit him. 

It is consequently to the advantage 
of each that this relationship be pre- 
served. The mortgage banker wants to 


nance. I have heard this complaint 
expressed frequently in my _ travels 
about the country. 

The proposed answer to this prob- 
lem—as it is to most problems we en- 
counter these days—is to turn to gov- 
ernment. Consequently, there have 
been proposals looking toward broad- 
ening the authority of the Federal 
National Mortgage Association so as 
to permit lending on the security of 
mortgages as well as outright purchas- 
ing of mortgages. 

Some proponents of the idea see this 
as a supplementary facility—and per- 





Vortgage bankers and commercial bankers have traditionally 


been partners in mortgage finance, each with his own area of activity 





Have conditions and developments indicated a change — or a 


strengthening of the present system? Let's examine the facts of the matter 
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keep at hand a dependable local 
source of interim credit. The commer- 
cial banker—I should think—wants to 
keep this business and to retain the 
profits that flow from it. 

Because no relationship works per- 
fectly, or because indeed it may work 
so well that we take it for granted, or 
because all of us are ambitious and 
impatient and competitive, this well 
established relationship, to some mort- 
gage companies and to some commer- 
cial banks, not appear to be 
enough. 

On the part of some mortgage bank- 
Realtors and 
a growing 


does 


ers as well as among 


builders, there has been 
feeling that commercial banks have 
not been dependably and efficiently 

I might also say, sufficiently—meeting 


interim credit needs for housing fi- 


haps an actual substitute—for the 
warehousing, or interim financing, of 
mortgages by commercial banks. Con- 
sidering the present direction of gov- 
ernment policy toward greater inter- 
vention in the market process, it could 
be just that. 

I am not convinced that this would 
be a desirable departure. Aside from 
depriving commercial banks of an at- 
tractive and economically useful type 
of business, it would unavoidably lead 
to increased government influence and 
control of our home mortgage credit 

work against the 
strong, responsible, 


system. It would 
development of 
and independent mortgage lending in- 
stitutions. In the end, it would almost 
certainly limit the free access of bor- 
rowers to the market. 

A much better course would be a 


cooperative effort among commercial 
bankers and mortgage bankers to solve 
this problem, to the extent that it 
really exists. I should like to see rep- 
resentatives of both groups sit down 
together and make a thorough study 
of the interim credit needs of mort- 
gage originators and offer suggestions 
for their better satisfaction—by pri- 
vate means and not by government 
means. 

Unless such cooperative action is 
taken—and taken quickly—this pro- 
posal for the expansion of the FNMA 
authority is likely to gather support- 
perhaps enough support to bring about 
its enactment in the present Congress. 

At the same time as we find mort- 
gage bankers searching for means to 
reduce their dependence on commer- 
cial banks, there is a growing appre- 
hension among mortgage companies 
that the commercial banks would like 
to eliminate them. Again, as I travel 
about, I find that the impression pro- 
duced by the ABA mortgage workshop 
sessions is that the objective is just 
this. 

We know that, from the beginning 
of banking in this country, many com- 
banks have included mort- 
though usually short-term 
among their own invest- 
certainly 


mercial 
gages 

mortgages 
ments. Mortgage 
have no objections to the inclusion of 
mortgages of any kind in a bank’s 
portfolio—even though, just recently, 
the Federal Reserve Bank of New York 
offered some criticism of the banks in 
its district for an undue emphasis on 


bankers 


long-term loans. 

I should like to quote this admoni- 
tion. “The expansion of term loans,” 
so states the Federal Reserve Bank, 
“entails certain drawbacks. The pri- 
mary function of commercial banks, 
whose principal liabilities are deposits 
withdrawable on demand, remains the 
meeting of short-term credit needs. 

“When commercial banks get loaded 
up with term loans,” the New York 
Bank said, “they lose flexibility be- 
cause term loans are not readily shift- 
able, and this may deprive borrowers 
of access to needed short-term credit.” 

It is, however, not this issue that 
primarily concerns mortgage bankers. 
As I have indicated, if commercial 
banks wish to take advantage of the 
high yields on mortgages for thetr own 
that is a matter between 

the banking authorities. 


accounts, 


them and 
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Recently, however, there has been a 


growing practice among commercial 
bankers to originate loans for the pur- 
pose of ultimate placement with other 
investors—in other words, to operate 


a mortgage business along the same 


lines as those of the mortgage com- 
pany 

Mortgage bankers cannot—at least, 
they should not complain about 


competition. They have grown to their 
present scope and strength amid the 
kind of both 
with one another and with other types 
hen 
they 


strongest competition, 


of mortgage lending institutions. 


sole excuse for existence 1s that 
can withstand competition and, amid 
the claims of others, demonstrate their 


ability to provide a public service not 


“I may be wrong 


agreement 


good thing and that it is also a 


specialties be handled by the 


> Handling the numerous and in- 
tricate details of completing the mort- 
gage transaction. 

> Handling the equally complex and 
collecting and re- 


tedious details of 


porting. 
> Dealing task 


that more and more is adding to the 


with delinquents, a 


cost of servicing. 

> Finally, if need be, carrying through 
foreclosure and the attendant responsi- 
bilities of transferring property and of 
obtaining settlement with the Federal 
the Vet- 


this is 


Housing Administration o1 


erans Administration, where 


involved 


All this requires special aptitude, 


spec ial training and experience, and 


and | am sure | shall not get full 


but | have an idea that specialization is a 


good thing to let the 


specialists. In short, 


| feel that the two groups of institutions will serve the 


public better if each devotes itself to its natural specialty and 


develops a close and efficient working relationship with the other 


in those areas where reciprocal action is called for. 1 urge that 


the two groups work toward the further advancement of these 


mutually adi antageous ar rangements. 


frankly 


l urge this because. quule 


| believe that mortgage companies can handle a general 


mortgage business involving corre spondent-investor relationships 


with more effective concern for the broad public interest 


than any 


otherwise so well performed or so 


broadly available 


In doing this, mortgage bankers 
have become specialists in this kind 
origination 


of business—and mortgage 


and servicing is definitely a specialty 
and a most complicated one at that 


Included in it are the following tasks 


> Selecting mortgages, with the in- 


vestor’s special requirements in mind, 


> Establishing relations with a broad 
enough group of investors to meet the 
borrowing demands of the local mar- 


ket 


> Arranging to carry the loans until 


ready for delivery—or until the in- 
vestor 1s ready to have them delivered. 
Often the 


of construction hnancing and keeping 


included also is provision 


a close eye on the construction process 
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that has heen devised.” 


special organization. It also, I may 


say, involves special business risks. 

I would raise this question: is this 
complicated and specialized business 
or even an appropriate 
bank? I 


would ask: does not the singleminded 


a desirable 
business for a commercial 
attention that mortgage servicing re- 
quires distract from the equal con- 
centration required by the more basic 
operations of a commercial bank? Or 
is the top man- 
bank 
to give to mortgage servicing the at- 
the 

management 


put another way 


agement of a commercial able 


tention that is primary function 


of top of a mortgage 
company to provide? I would go so 
far as also to ask if the two types of 
activities are really compatible in the 
same institution. Certainly, in the early 
1930’s, many banks learned that they 


were not. 


I may be wrong—and I am sure I 
shall not get full agreement—but I 
an idea that specialization is a 
good thing and that it is also a good 
thing to let the specialties be handled 
by the specialists. In short, I feel that 
the groups of 
serve the public better if each devotes 
itself to its natural specialty and de- 
velops a close and efficient working 
relationship with the other in those 
areas where reciprocal action is called 


have 


two institutions will 


for. 
the work 


further advancement of 


I urge that 
toward the 
these mutually advantageous arrange- 
ments. I this 
frankly, I believe that mortgage com- 
panies can handle a general mortgage 


two groups 


urge because, quite 








business involving correspondent-in- 
vestor relationships with more effec- 
tive concern for the broad public 
interest than any other instrumentality 
that has been devised. 

Finally, | urge this because it gives 
both groups jointly the opportunity to 
prove that, within the private credit 
structure, there exists the means for 
satisfying the financing requirements 
of home builders and home buyers, 
without inviting unwelcome instrusions 
of government. Our organizations not 
only have the opportunity to do this. 
They also have the responsibility and 
obligation to do it, if they really be- 
lieve in the desirability of free private 
institutions and of limited government. 

I have said on other occasions, and 
I repeat it here, that our private 
credit institutions face a new test of 
their effectiveness. We have a new and 


—_— 


_— eee ee 


nuch different administration in 
Washington than we have had during 
the past eight years. We must ask 
ourselves just what we can expect 
the attitude of the new national lead- 
ership to be toward private credit and 
its institutions. 

While I do not sense that this new 
administration is hostile to private in- 
stitutions, I am sure it does not find 
anything sacred about them. I believe 
that the new administration would 
like to depend on them, but it will not 
take their dependability for granted. 
It will be critical of both their claims 
and their performance. It will not 
only be critical; it will also be im- 
patient. It will not allow that these 
institutions have a mandate to exer- 
cise exclusively any particular func- 
tion. If there are any mandates 
around, it will assume them itself. It 
will not hesitate to experiment or 
move in untried directions if events 
appear to require it; and it will not be 
above a little shock treatment now 
and then. 

We should not mind the shock treat- 
ment in itself. It probably has certain 
therapeutic qualities. But we need to 
keep alert to the disturbing fact that 
it is not the willingness to take bold 
action that may endanger the private 
credit system but the apparent lack 
of understanding with which _ bold 
action may be taken. 


[he premature reduction of the 
maximum permissive interest rate on 
insured mortgages is a Case in point. 
It was designed to promote an increase 
in the volume of home building by 
“nudging” an already declining rate. 
Whether or not the move accelerated 
the existing trend, no one can posi- 
tively say. All we know is that the 
general trend has continued down- 
ward. But that it promotes an in- 
crease in home building is open to 
question. 


By increasing the discount on FHA 
mortgages, the change in interest rate 
put a further squeeze on_ builders’ 
profits and so on their willingness to 
move forward quickly. By suggesting 
that more of the same sort of medi- 
cine was to be administered later, it 
increased the hesitancy of builders and 
vave buyers another excuse for wait- 
ing. The continuing sluggishness in 
the volume of FHA applications gives 
support to these conclusions. 


Whether or not the move was more 


effective in accomplishing its purpose 
than I think it was, it reveals that, in 
this administration, market adjust- 
ments, for good or ill, are not to be 
left to the natural working of market 
forces. It indicates that we are in a 
time when the credit structure will be 
increasingly subject to the unpre- 
dictables of central planning, when 
the pressure will be to transfer the seat 
of decision-making from the market 
place to the political arena, and when 
agencies of government will more and 
more be used to do the tasks that his- 
torically have been in the hands of 
private institutions. 


It might all be a matter of 
the survival of our system 


The President’s Message on Housing 
and Community Development of 
March 9 makes this approach per- 
fectly clear. It is the government that 


is to determine in what areas in the 


market demand is greatest, by what 
selective credit devices these areas of 
demand are to be served, and through 
what supplemental actions govern- 
ment will make these devices effective. 

There may be a question that in 
any true sense a system of private 
mortgage credit can survive under 
these circumstances. The answer, I 
think, lies in how well the credit 
system as we know it, and as we wish 
it to be, can meet the rigorous test 
of performance under these new cir- 
cumstances. I am sure this will not 
be done if any of the elements of the 
private credit system shortsightedly 
undermines another in an effort to 
gain a special advantage. I am sure 
it can be done, if all of us recognize 
the subtle danger to which we are 
exposed and if each element, by func- 
tioning cooperatively in the way to 
which it is best adapted, adds vigor 
to the whole. 
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Canada’s Banking System 
...a Giant Serving a Nation 


ANY MBA members who will be 
M attending the Eastern Mortgage 
Conference in Montreal on May 18-19 
will not be familiar with the Canadian 


banking For them, 
other readers of The Mortgage Banke) 


system ind for 


fortunate as to 
like to 


the business 


who will not be so 


make the 


scribe something of how 


trip, I should de- 
of banking in Canada came to be or- 
ganized the way it is, how it gets done. 
what happens as a result, how it fits 
in with and contributes to other kinds 
of business 

‘flash-backs” into his- 


tory can well illustrate a central theme 


One or two 


of mine, namely that the main struc- 
tural and operational lines along which 
today’s Canadian banking system has 
developed were set—and I believe well 
set—at the very beginning, half a cen- 
tury before Confederation 

It may come as a surprise to know 
that many of the ground rules adopted 
by Canada’s first bank as the basis of 
its initial operations were the concept, 


not of an Englishman or a Scot, as one 


might expect, but of an American. 
The Articles of Association under 
which nine Montreal merchants 


formed the bank which opened its 


doors in 1817 were drawn in most of 
their essential features, and were taken 
at many points word for word, from 
the Bank of the 
which had been con- 
1791 by Alex- 
ander Hamilton, the first Secretary of 
the United States 


the charter of first 
United States, 


ceived and founded in 


Treasury. 
And it remains one of the quirks 


of North American history that some 


of these basic features of Alexander 
Hamilton’s bank failed to survive in 
the American banking system but did 


survive, and thrive, in the Canadian 
system. 


One such feature was that the first 
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ind it’s quite a different system than the one we know in the 


United States where more than 14,000 banks operate as 


compared to nine in Canada. 


The Canadian banks have 


branches everywhere, they follow growth and expansion and 


it is no doubt true that Canadians are better served with 


banking facilities than any people anywhere. This is a look 


at how banking is done in Canada, by the head of an 


institution which operates more than 850 branches. 


Sue 
ee 





Bank of the United States was set up 
as a national institution with the right 
to open branches anywhere in the 
country, a right of which it took quick 
and full advantage. Another was that 
its charter had a time limit of twenty 
years. A third feature one not 
adopted in Canada, fortunately 
that its Act of Incorporation prevented 
the opening of any other national bank 
In the 


strong 


was 


during the term of its charter. 
decades of its existence, 


it developed from quar- 


two 
opposition to 
ters which regarded its exclusive na- 
State 


tional violation of 


rights and an undesirable concentra- 


scope as a 


tion of financial power; its charter was 
not renewed when it lapsed in 1811. 
As a matter of record, a second Bank 
of the United States was founded five 
years later, again a national institu- 
tion with a twenty-year charter, but it, 
failed to beyond 1836. 


Since then, even with broad national 


too, survive 


banking legislation that was first in- 
troduced in 1863, under which a great 


By G. ARNOLD HART 


President, Bank of Montreal 


many U. S. banks are now incorpo- 
rated, few are allowed to operate be- 
yond the limits of one state. Indeed, 
of more than 14,000 independent 
that the United 
comparatively few have 


banks serve 
States, 
branches outside one city. 

The Canadian bank patterned after 
Alexander Hamilton’s conception also 
bound itself by its Articles of Asso- 
ciation for only twenty years and its 
first Royal Charter obtained in 1822 
had a limit of ten years. There were 
outlets and it 


now 


no restrictions on new 


lost no time in establishing offices, 
the first at Quebec two weeks after it 
opened its doors in Montreal and 


others at York (Toronto), Kingston, 
Queenston, Amherstburg and Perth, 
all of the last five in Ontario, within 


a few vears. 
The charters of later Canadian 
banks, and the federal Bank Act, 


which has been the common charter 
of all Canadian banks since 1871, re- 


tained many of the features of the 


Bank of Montreal’s original Articles 
of Association of 1817. Branch bank 
extension has thus been the rule rather 
than the exception in Canada and the 
nine chartered banks today have be- 
tween them over 5,000 branches or 
sub-agencies in Canada, of which some 
1,900 have been added since 1945 
to catch up and keep pace with the 
growth and dispersion of Canadian 
population and business in the war 
and postwar years. 

Canada is today better equipped 
with banking facilities than almost any 
other country in the world. There is, 
for instance, a branch or sub-agency 
for every 3,600 Canadians; there is 
a banking office only for every 7,400 
persons in the United States. 

The 


am 


more I see of banking, the 
I convinced that a branch 
system has particularly well 
suited to Canada’s needs. We are a 
people strung out across a wide conti- 


more 
been 


nent, living mostly on the southern 
fringe of our country, very heavily 
concentrated in a few areas, very 
sparsely scattered through the rest; a 
population growing in recent decades 
at a more rapid rate than that of most 
other countries of the world; a people 
shifting, always shifting to new fron- 
tier settlements and, at the same time, 
swarming towards the metropolitan 
suburbs both from within and without 
the established cities. 

Canada is a country of very diverse 
resources, diverse 


regions, diverse 


problems and diverse opportunities. 

Yet it has been kept one country 
by its constitution, its transportation 
and communications systems and in 
many other ways, all of which are, at 
root, expressions of the will of its 
people. 

In all these respects—in its change, 
in its diversity and in its unity, Canada 
well served by a _ branch 


has been 


banking system. 


A branch network in effect pools the 
wide variety of banking business char- 
acteristic of different regions and 
pools the range of attendant risks. At 
the same time, it pools financial re- 
sources wherever they accumulate and 
makes them available, usually some 
place else, where they are needed. It 
is the rare branch whose loans match 
its deposits; but in a Canadian bank 
the problems of excess deposits or ex- 
cess loans are not problems of an in- 


dividual branch. They are offset in 
the consolidated accounts of the bank 
as a whole and the residual problems 
of maintaining liquidity and adminis- 
tering a portfolio of securities as a 
cushion are centered in relatively few 


hands at the head office. 


A branch network is thus very flex- 
ible; it can and does expand into new 
areas as banking facilities are required 
and it grows as a whole with the 
country’s growth, at the same time 
contributing both to new settlement 
and national growth. Every branch 
provides a full range of banking serv- 
ices at approximately uniform rates 
to the customer, be it the main office 
of a metropolis or a branch opened in 
a trailer or other temporary quarters 
in a remote mining camp. 


A branch Canadian bank is both a 
national institution and a local unit 


Canadian banks are at once both 
local and national institutions. In my 
own bank, and I am sure it is true for 
others, we place great importance on 
giving officers diversified 
rience in branches of all sizes and in 
localities of all kinds. They thus come 
to see Canadian business and banking 
from many angles and when their 
responsibilities are enlarged and ex- 
tended over wider areas they continue 
to appreciate the position and view- 
point of a particular branch manager. 


On the other side of the shield, 
there are of course obvious operational 
advantages in standardizing forms, 
routine procedures and administration 
for a large number of units. But more 
than that, the nation-wide operation 
of a Canadian bank insures fair and 
equitable treatment to its customers 
right across the country. 


our expe- 


By virtue of their branch networks, 
our banks certainly qualify as big busi- 
ness. Of the eleven largest banks in 
North America, three are Canadian. 
Their size does not prevent them, 
however, from having a local point of 
view in the multiplicity of matters 


with which they deal. 
As I said before, the 


stones on which our banking system in 
Canada has developed were well and 
truly laid at the outset. Branch exten- 
sion has been the structural framework 
of that development, a framework that 
has proved firm but flexible. 


foundation 


Another feature has also been a con- 
tinuing fixture and at the same time 
has further contributed to flexibility 
of operations, that is, this matter of 
the time limit of a bank charter. So 
far as I am aware, Canadian banks 
are unique in having an Act, under 
which they have operated for nearly a 
century, which has expired at regular 
ten-year intervals. 

To those associated with firms in- 
corporated in perpetuity under Com- 
panies Acts, this may seem an odd 
way to do Let me 
them that, despite the extensive prepa- 
ration and no little trouble involved, 
the banks favor, and indeed welcome, 
the decennial revision and renewal of 
the Bank Act. 

It provides an opportunity for the 
Canadian House of Commons Com- 
mittee Banking and Commerce, 
comprising fifty Members of Parlia- 
ment of all political views; for Cana- 
and the 


business. assure 


on 


dian business, agriculture 
public at large; and for the banks 
themselves; to subject to searching 
scrutiny, in the light of changing con- 
ditions, the 160 or more sections of the 


Act, and to advance suggestions for 


the improvement of banking tech- 
niques generally. 
Out of the eight revisions of the 


Act since 1871 have come innumerable 
amendments. Some of these were con- 
cerned with adding safeguards for the 
protection of depositors, noteholders 
and shareholders and their success is to 
be judged by the fact that there was 
no failure of a Canadian bank during 
the depression of the 1930’s when so 
many United States banks were closing 
their doors. Other amendments pro- 
vided for the adaptation of banking 
practices to contemporary needs. For 
example, the 1954 revision enabled the 
banks for the first time to lend against 
insured and rediscountable mortgages 
under the National Housing Act, but 
not against conventional mortgages; 
the ineligibility of conventional mort- 
gages as primary security for a bank 
loan has always been a feature of Ca- 
nadian bank law and was, incidentally, 
a feature of the first Bank of the 
United States which was_ later 
dropped. The 1954 revision of our 
Bank Act also permitted loans against 
chattel mortgages and against oil and 
gas in the ground. Undoubtedly fur- 
ther amendments will come out of the 
next revision scheduled for 1954. 
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By no means all of the changes 
But the 
which occupied 


Banking 


time 


iggested are adopted whole 


process ol revision 


over fifty sittings of the and 


Commerce Committee last pro- 


vides forum for the discus- 


i publi 


ion of banking that plays no insigni- 


ficant role in public education on the 
ubrect 

he amendments to the Bank Act 
that are accepted by the Banking and 
Commerce Committee ind = subse 


quently by Parliament as a whole, may 
banks in 
the develop- 


fairly be said to place the 


i better position to meet 


ing requirements of the economy with- 


out fundamentally alterin the time- 
tested principles on which the 
Canadian banking system has been 
buslt 

| doubt. however, that these quali- 
ties of adherence to principle tem- 


pered by adaptability would in them- 


selves have accounted tor the size and 
shape of Canadian banking had they 
not been accompanied by another ele- 
ment that has always characterized the 
system, and that is the spur of competi- 
tion 


Competition between banks is prob- 


ibly keener in Canada than any- 
where else in the world. Of the ways 
in which they compete there is no 


Branch 


Another is in their primary func- 


end extension 1s of course 


ore 


tion of providing the money facilities 


with which the countrv conducts its 


that I 


briefly in the 


business and it is this would 


like 


tive of another historical 


to illustrate perspec- 


‘flash-back,”’ 
for it throws much light on some dis- 
tinctive features of Canada’s banking 


system to which I would like to draw 


ittention 
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heen well served by 


In the early days, one of the most 
urgent needs of pioneer communities 
was for a medium of exchange and 


this the banks provided under powers 


their charters by issuing 


At that time a bank’s 


conterred in 
the lr own notes 
resources were derived almost entirely 
from the issue of capital stock and the 
issue of notes, tor deposits as we have 


come to know them were rare 


Phe 


bility to 


now-familiar form of bank lia- 


the public the deposit 


evolved and expanded much mor 
slowly, in the beginning, than the 
bank note. To take the example that 


comes most readily to mind, the Bank 
of Montreal had been operating for 
over torty vears before its deposits CX- 
ceeded its outstanding notes. At first, 
a deposit took the form of a deposit re- 


ceipt on which no interest was paid. 


It was competition that later intro- 
duced the interest factor. Later still 
came the book deposit—the “money 


of account” that now forms the bulk of 
the nation’s total money supply 
savings banks 


unlike 


commercial banks, they were typically 


Early in Canada, 


began to be formed but, the 
local institutions. Quite a number were 
formed and in the 1850's the chartered 
banks, in response to this form of 
compe tition, began to vo into the Sav- 
ings bank business. In 1856, the oldest 


Canadian savings bank was taken over 


TEXAS 
LOUISIANA 


in its diversity. 


“Canada is a country of very diverse regions, diverse 


resources, diverse problems and diverse opportunities 


and in its unity, Canada has 


a branch banking system.” 


by the oldest chartered bank to become 
the first savings department. Grad- 
ually, other banks started savings de- 
partments, specifying that one client 
could deposit only a limited amount 
and that withdrawals must be made in 
person, with no checking privileges, 
and with the bank reserving the right 
tO insist on prior notice of withdrawal. 

But by the 


competition for savings deposits had 


turn of this century, 


become very keen and when some 
banks advertised that savings deposit- 
ors might issue checks, all commercial 
and savings banks soon followed suit. 
Thus the 


privilege, rare elsewhere, of writing 


Canadians came to enjoy 


checks on a savings account. More- 
over, the bank’s right to demand 
notice of withdrawal, while still in- 


scribed on the flyleaf of a pass book, 
has virtually never been exercised. 
In according the checking privilege, 
the chartered banks, with their branch 
networks, were obviously at an ad- 
most 
Thus 
the bulk of Canadian savings deposits 
came to be held by the 
banks. While there are various other 


vantage and in time took over 


of the local savings institutions 
chartered 


savings institutions in Canada, their 
relative role is not as large as in most 
countries. To be specific, about four- 
fifths of savings deposits are held by 


the commercial banks in Canada, com- 


Title Service in 4 Key States 


COLORADO 
NEW MEXICO 


Dallas Title and Guaranty 


Company 


pared with less than half in the United 
States and only about a third in the 
United Kingdom. 


At the end of last December the 
chartered banks held over $7 billion 
of personal savings deposits and ovet 
$8 billion of deposits in other forms. 
lo say they “held” this total of nearly 
$16 billion in deposits gives the im- 
pression that it was a very large. static, 
well behaved lot of money that the 
banks could quietly invest to best ad- 
vantage. Actually, of course, deposits 
are continually on the move and it is 
in handling that the 
banks render a wide range of services 
to businesses and individuals. In the 
process simply of physically moving 
checks from the point at which they 
are deposited to the point on which 
they are drawn, the banks handle over 
2% million items daily, a large num- 
ber of which pass through their clear- 
ing houses in 52 Canadian cities. The 
value of these checks averaged over 
$1 billion per business day last yea 
so that, in effect, the banks’ $16 bil- 
lion of deposits turned over about 
In addition, they 
currency 


moving money 


every three weeks. 
handle untold amounts of 
and coinage that pass through tellers’ 
wickets. These services are in every 
sense available 
day through the growing use of bank- 
ing by mail and around-the-clock de- 


positories. The banks conduct virtually 


twenty-four hours a 


all foreign exchange transactions in 
Canada. They also provide facilities 
for purchasing and selling securities on 
an order basis and for the financing of 
the wider range of transactions under- 
taken by brokers and They 
offer a variety of ways of safeguarding 


dealers. 


“money on the move” by means of 


checks and 


protecting 


money orders, travelers’ 


letters of credit and of 
securities and other valuables by means 
of their safety deposit boxes and safe- 


keeping facilities. 


Not directly connected with the 
movement of money but none the less 
valuable to business is the range of 
information to be had through banks 
by virtue of their branch networks in 
Canada and their branches and cor- 
respondent banks abroad. Banks get 
asked every kind of question under 
the sun and while they can scarcely be 
expected to know all the 
those who ask are often agreeably sur- 
prised at the amount of information 
that can be provided on domestic and 


answers, 





“Canadian banks are unique in having an Act, 
under which they have operated for nearly a 
century, which has expired at regular ten-year 
intervals ...and the banks favor, indeed welcome, the 


decennial revision and renewal of the Bank Act.” 


foreign markets for commodities, on 
foreign trade, on the establishment of 
a plant or sales outlet, and so on. No 
less valuable is the financial counsel 
and advice that the bank manager is 
prepared to offer. 

To the extent that a bank can hold 
on to its deposits, it of course invests 
them, mainly in loans and securities. 
At the end of December thei 
loans amounted to over $914 billion, 
billion 


last 
of which over $7% were in 
Canadian currency. Of the $7 bil- 
lion of Canadian loans, $4 billion, o1 
over half, were loans to industrial and 
commercial businesses, $2,700 million, 
or more than a third, were loans to 
individuals and farmers and mortgage 
finance new dwellings ap- 
proved under Canada’s National 
Housing Act, and the remainder were 
firms, provinces, 


loans to 


loans to financial 
municipalities and institutions. 

An analysis of Canadian loans by 
size, made in September 1960, showed 
that close to 50 per cent of the total 
consisted of small loans of 


While $100.000 is 


amount 
$100,000 or less. 


admittedly not a small loan, it will 
be appreciated that the great ma- 
jority of loans in this bracket are in 
quite small figures. Moreover, under 
the new Small Businesses Loans Act 
which has recently taken effect, the 
banks are now making quite long-term 
loans to finance the acquisition or im- 
provement of capital assets by small 
enterprises in the manufacturing, dis- 
tributing and service industries, Prior 
to the new legislation and the at- 
tendant government guarantee, it has 
not been possible as a general rule to 
consider loans of this nature and term 
as a banking proposition. 

The banks and the government in 
co-operation have also quite recently 
taken a constructive forward step 
towards the financing of Canadian ex- 
port trade. An export finance corpora- 
tion is now in the process of being or- 
ganized by the banks and through it 
Canadian exporters will be assured of 
credit facilities, both short and long 
term, that will enable them to com- 
pete more effectively in foreign mar- 


Continued page 31, column 3) 





are invited to make inquiry. 


516 East Capitol St. 





Mississippi Mortgages 
offer many advantages! 


. . « Our business is originating and servicing FHA, VA and Con- 
ventional loans for Life Insurance Companies, Savings Banks and Pension 
Funds. Firms contemplating mortgage loan investments in Mississippi 


LOOK SOUTH ... for these advantages: 
1. Immediate or deferred delivery 
2. Availability throughout Mississippi 
3. Fast processing using IBM equipment 
35 years continued progress under same management. 
WRITE OR PHONE 


REID-McGEE & CO. 


J. W. Hardin, President 
Phone FL 4-386] 
"Our Growth a Reward For Service’ 


Jackson, Mississippi 
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That 


which 


MBA 


usually 


meeting of the year 
attracts the largest in- 
vestor attendance will be the same this 
year except that the place and the 
Montreal May 18 and 19 
New York where it 


been from the beginning. 


time 1S 


rather than has 


Che agenda 
of topics of this Eastern Mortgage 
Conference will be about the same as 


it would have been in New York, ex- 


cept that a number of features will 
have a direct relation to Canada, 
where MBA is meeting for the first 
time. Among these features of the 


Eastern Mortgage Conference are 
Panel discussion on “New Commu- 

nities and Their Impact on Our Cit- 

James W 
Rouse & 
Partici- 


ies,” with the moderator 

Rouse, president, James W 
Baltimore 
pants include Angus McClaskey, pres- 
ident, Don Mills Developments, Ltd., 


Toronto and D. B. Mansur of Toronto 


Company, Inc 


Another panel group will discuss “A 
Comparison of Mortgage Lending in 
Canada and the United States,” with 
the moderator Mark Gerecke, U. S. 
Mortgage Officer, Canada Life 


ance (¢ vompany, 


\ssur- 
Toronto 





Woodlief Thomas 


Neal Hardy 
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May 1961 


MBA Goes to Canada 


May Meeting in Montreal 


Participants will include Stewart 
Bates, Central Mortgage 
and Corporation, Ottawa 
Canada’s counterpart of FHA) ;G. A. 


Golden, superintendent of mortgages, 


president, 
Housing 


Sun Life Assurance Company of Can- 
ada, Montreal; Theodore H. Buenger, 
president, Dovenmuehle, Inc., Chi- 
cago; Neal J. Hardy, FHA Commis- 
sioner; and John M. Dervan, acting 
director of loan guaranty service, Vet- 
Washington, 


erans Administration, 


in. & 

Among the major talks to be given 
at the two-day Conference include 
“The Gold Woodlief 
Thomas, adviser to the board, Board 


Puzzle,” by 


of Governors of the Federal Reserve 
System, Washington, D. C. 

“A Banking Commissioner Looks at 
the Mortgage Edward 


A. Counihan, commissioner of 


Industry,” by 


IIT, 


banks, State of Massachusetts, Cam- 
bridge: 
And “A Review of Developments 


Affecting the Mortgage Banker Under 
the New Administration,” by MBA 
General Counsel Samuel E. Neel. 


Donald Fleming Stewart Bates 


G. A. Golden James W. Rouse 





There luncheon for all 
registrants on the opening day of the 
Conference, when members will have 
the privilege of hearing an address by 
Donald M. Fleming, Minister of Fi- 


nance in the Canadian Cabinet. 


will be a 


Other talks to be given at the Con- 
ference include one by MBA Presi- 
dent Robert Tharpe at the opening 
session and another by James F. Har- 
ris, general manager, Cloverdale Shop- 
ping Center, Toronto, on “An Up-to- 
Date Look at Shopping Centers in 
Canada.” Mayor Jean Drapeau of 
Montreal will extend a 
the delegates at the opening session, as 
will C. C. Cameron, president, Cam- 
eron-Brown Company, Raleigh, N. C., 
chairman of MBA’s Conference Com- 
mittee this year. 


welcome to 


Co-chairmen of the Eastern Mort- 
gage Conference are George L. Camp- 
bell, U. S. Mortgage Officer, Sun Life 
Assurance Company of Canada, Mon- 
treal and Sidney A. Shepherd, super- 
visor, mortgage department, Bank of 
Montreal. 

Fifteen MBA committees, the Board 
of Trustees of the Mortgage Bankers 
Research and Education Trust Fund 
and the Association’s Board of Gov- 
ernors will meet during the Confer- 
ence. 
ladies entertainment, a sight- 
seeing tour arranged to 
Laurentian Mountains, with luncheon 
at the Chantecler Hotel. This will in- 
clude a tour of rural Quebec, seeing 
many small French-Canadian villages. 


For 


has been 





Samuel Neel 


T. H. Buenger 


So You're Going 


to the Conference in Canada, 
MBA’s Eastern Mortgage Conference, 
Queen Elizabeth Hotel, Montreal, 


May 18-19. 


Entrance Requirements For- 
malities for entry into Canada and 
departure from Canada are extremely 
simple. No passport is required of a 
United States citizen and presentation 
of a birth certificate or any other ac- 
ceptable proof of citizenship is all that 
is required. Other than U. S. citizens 
can check with any Canadian Con- 
sulate for requirements. 

Customs Information . . . Your lug- 
gage is quickly inspected and is done 
either at the Port of Entry, aboard 
trains, or at the airport. Visitors are 
permitted to bring into Canada a rea- 
sonable amount of personal apparel, 
toilet articles, personal effects, as well 
as tobacco, and cigarettes. Boxes of 
cigars should have the seals broken, 
and a small amount of liquor for per- 
sonal consumption, still cameras, and 
eight or millimetre moving 
picture cameras, etc., may be im- 
ported without permit. Commercial 
photographic equipment should be 
registered with the Customs Inspector. 


U. S. Visitors, returning to the 
United States after a 48 hour stay in 
Canada, may take back, FREE OF 
DUTY, articles for personal or house- 
hold use to the extent of $200.00 per 
This ex- 


sixteen 


person, once every 31 days. 
emption includes tobacco, cigarettes, 
foodstuffs .. . 100 cigars and not more 


than wine gallon of alcoholic 
beverages.) A family traveling to- 
gether (parents or parents with minor 
children) may group their individual 


exemptions for the purchase of one or 


one 


more articles for one member of the 
family. Purchases to be incidental to 
not purpose of the trip. 
An additional exemption of $300.00 
is allowable once every six months 
provided resident has been in Canada 


Here’s a brief guide. 


more than 12 days. This exemption 
excludes tobacco, cigarettes, 
and alcoholic beverages. For all arti- 
cles acquired in Canada declaration 
must be made by returning residents 
at Port of Entry on U. S. Custom 
FORM 6059 and exemption claimed 
on articles not accompanying residents 
and for articles shipped in bond. 


cigars 


It is suggested that in order to fa- 
cilitate matters, residents have their 
sales slips and purchase invoices, cov- 
ering articles acquired during their 
stay in Canada, readily accessible. List 
purchases before reaching the border. 
Pack baggage to make inspection easy. 
If possible, pack separately articles ac- 
quired in Canada. This will speed you 
through Customs. 

A gift to the value of $10.00 may 
be mailed during each day of the vis- 
itor’s stay to a friend or relative in 
the U. S. A. without being deducted 
from his exemption. 

Money . .. The Official rate of ex- 
change fluctuates daily in a range of 
a few cents. It is recommended that 








552 Grand Ave., Oakland, Calif. * 
2300 N. Central Ave., Phoenix, Ariz. 





to Canadian 
Dollars before leaving home. These 
may be purchased through your own 


money be exchanged 


form of Travelers’ 
Canadian Dollars. 
accepted in small 
payment of pur- 
almost everywhere 
in Canada at the Official Exchange 
rate in effect. Travelers’ Checks 
payable in Canadian Dollars are ac- 
ceptable everywhere in Canada and 
no exchange is involved. 


bank or in the 

Checks payable in 
U. S. Dollars are 
denominations in 
chases or services 


Language Naturally, all first- 
class hotels, stores, restaurants and 
offices have bi-lingual staffs to con- 
verse with you in English or in 
French. 

Transportation . There are ex- 


cellent and modern transportation fa- 
all kinds in Canada. The 
modern streamlined air-conditioned 
trains of the Canadian National Rail- 
ways and the Canadian Pacific Rail- 
ways, with up-to-date pullman and 
dining car service, provide speedy and 


cilities of 


comfortable transportation to all ma- 


~ CASUALTY INSURANCE CO. 


URANCE CORPORATION 


1217 E. Colorado, P.O. Box 1350, Pasadena, Calif. 
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jor cities and towns and connect with 
most of the major cities in the United 
Trans-Canada Airlines oper- 
be- 


States 
ates a trans-continental service 
tween all major cities in Canada with 
the most modern equipment available. 
Connections can be made from many 
U.S. cities and T. C. A. directly serve 
Boston, New York, Cleveland, Detroit, 
Tampa, Chicago and Seattle 
Highways First class highways 
in the United States leading to Ports 
of Entry thei 


counterpart on the Canadian side of 


into Canada, have 


the border, and all lead over broad 
scenic routes into Montreal. Montreal 
is the hub of an extensive system ol 


major highways which are completely 


paved throughout 





Montreal is... 
* Less than 


50 miles from the 


United States borde 
@ The largest city in Canada 
and the sec ond-largest 


French-speaking community 
in the world 


@ Gateway to the St. Lawrence 


Seaway 

@ The world’s greatest grain 
shipping seaport 

@ An international railway 


transportation center 
@® Departure point for trips to 
the 
Sa- 


the Gaspe 


historic city ol Quebec, 


lower St. Lawrence, the 


guenay region, 
peninsula 


® Portal to 
Mountains 


the Laurentian 


year-round re- 
sort area 
@® Terminal of 


trans - Atlantx 











and international air and 
steamship services 
Automobile Permits Upon en- 


tering Canada with your car, drivers 
are requested to have their driver's 
license, regular license plates on thei 
and owner’s license or authority 
the car. A sell 


or dispose of his car while in Canada 


cars, 
to use tourist cannot 
and must return to the United States 
with it 

Auto Rental 
the world over, Montreal has Drive- 
Yourself Newest 
several makes of automobiles may be 
Offices 


of Drive-Yourself companies are con- 


As in major cities 
models of 


Service 


rented by visitors to the city 
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veniently located at the airport, rail- 
road stations and bus terminal. 

Weather 
fined in Montreal. April to June is 
mild, July to mid-September warm, 
and September to November mild to 
chilly. 

What to Wear 


The seasons are de- 


Visitors to Mon- 


















treal may clothe themselves much as 
they would to visit any major city in 
their own country. 

Time In Montreal, as in the 
major portion of the Province of 
Quebec, Eastern Standard Time pre- 
vails. In the summer months, Eastern 
Daylight Time prevails. 


The recently completed Bank of 
Montreal head office building 
stands on the site upon which 
the B of M built the first building 
in Canada specifically designed 
for a bank in 1818, the year 
following the establishment of 
Canada's first bank 





Cauadas First Gauk 
invites MBA’ers to call... 


at its new home during your Montreal convention visit. You may 
enjoy an inspection of the most up-to-date head office banking 
facilities in Canada and our officers will welcome your questions 
on any phase of Canadian finance or real estate in which you are 
particularly interested. If you should need currency exchange, 
check cashing or any other banking service, our managers at these 
two B of M branches near convention headquarters will be glad 


to assist: 


@ INTERNATIONAL AVIATION BLDG. Branch; Dorchester St. 
just east of the Queen Elizabeth. Joseph Verret, Manager 

e@ SUN LIFE BLDG. Branch; Dominion Square, just across 
from the Queen Elizabeth. John Lesslie, Manager 


With 850 branches coast-to-coast, Canada’s first bank 


the only 


Canadian bank member of the MBA—will welcome any opportu- 
nity to serve you in Montreal . . . or anywhere in Canada. 


W SANK Banx or MonTREAL 


[0 2 MAL/08 CAMADIANS 





Canadas First Sank Coast-to- Coast 
BRANCHES IN ALL TEN PROVINCES 
District Headquarters: 


Holifex, Toronto, Winnipeg, Calgory, Vancouver 


Member 
MBAA 


850 BRANCHES ACROSS CANADA 


NEW YORK: Two Wall St 
CHICAGO: Board of Trade Building, 


SAN FRANCISCO: 333 California St. 
141 West Jackson Blvd. 


* RESOURCES—$3,300,000,000 





Tipping lip as you do at home, 
not less, and on occasion more. 

Shopping . . . The finest and smart- 
est shops in Canada are located in 
Montreal—a permanent fair of the 
native skills of French Canada: 
Handicrafts of the Quebecois—blank- 
hooked pictures, 
carvings in wood and tusk-ivory, and 
Crofter 
bone china from England, cashmeres 
Scotland, fine 
linens from Ireland, high fashions and 
fine Old World 
Handicrafts may be purchased at La 
Centrale d’Artisanat du Quebec in 
lobby of The Queen Elizabeth, 
the Conference hotel 


ets. hooked 


rugs, 


luxurious furs. tweeds and 


and lambs-wool from 


food from centers 


the 


And after Montreal ... 


With 
noon on Friday, many MBA members 


the Conference ending at 
might well wish to spend the weekend 
in picturesque and beautiful Quebec 

Capital City of the 
Quebec and less than 200 miles from 


Montreal. 


A city possessing a medieval aspect, 


Province of 


perched on a lofty cliff from which 


one of the world’s most imposing 


itself, 
distinction of 


panoramas presents Quebec 
the 


three and a half centuries of historic 


bears with grace 
wealth in all fields of endeavor. The 
only walled city in the north of Amer- 
ica, its narrow streets and sidewalks, 
its oblique roofs and dormer-windows, 
its old stones mellowed by time, its 
monuments and its old buildings dis- 
playing an architecture of yesteryear, 
all bestow on the ancient capital a 


charm and quaintness unique today. 


And high atop the towering ram- 
parts of the city is the world-famous 
and distinctively French-Canadian co- 
lossus of a hotel, The Chateau Fron- 
For those MBA members plan- 
The 
Frontenac. it would be wise to secure 


The week- 


tenac. 


ning a week-end stay at 


reservations in advance 


end of May 20-21 is a national holi- 
day in Canada and accommodations 
might be scarce. Summer rates, start- 
ing May | (European plan), at The 
Frontenac are as follows: 

Single, with bath $11.00 to $17.00 
Double, with bath 15.00 to 22.00 
Single, without bath 8.50 to 10.00 


13.00 to 15.00 
$0.00 and 50.00 


Double, without bath 
Suites $35.00. 


CANADA’S BANKING SYSTEM 

from page 27) 
kets. The new corporation, which will 
be owned and operated by the banks, 
will extend government guaranteed 
credits up to five years while longer 
term credits will be provided out of 
the 


tions being handled by the corpora- 


government funds, with transac- 


tion. The legislation which makes this 
joint venture possible is already on 
the statute books and the co-ordinating 
of the banks’ the 
efforts will ensure adequate funds to 


and government’s 

finance the flow of exports which con- 

tribute so importantly to Canadian 

prosperity. 

The banks’ holdings of securities at 
end of December, excluding the 

Bills 


keep as liquidity, amounted to about 
$3.6 billion 


the 


Treasury they are required to 


The capital stock of the Canadian 
banks is held 
over, largely held by Canadians. Since 


widely and is, more- 


the nominal value of all chartered 
banks’ shares was split ten-for-one in 
Sank Act, thus 


the 


the 1944 revision of the 


making them more accessible to 


small investor, the number of share- 


Serving the California Interests of the Nation's Leading /nvestors 












to find a machine no matter how ver- 


tan replace human warmth so essential » | 
handling of loan servicing and collection. ; 





Company this department specializes 


in tailoring dividual programs to meet specific needs. 








PAUL R. NORDQUIST 
Vice President 
MARTIN LEVY 

Mgr. Collection Dept. 

RANDAL D. SCHOW 

Asst. Vice President 
Loan Servicing 


& 
2 
y 


THE COLWELL 
COMPANY 


SoGgGoe WiLSerminek GOULEVARO - LOS ANGELES SS, CALIF. 
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holders has doubled from 50,000 to 
over 100,000. Of present-day share- 
holders, 82 


14 per cent elsewhere in the Common- 


per cent are in Canada, 
wealth and about 4 per cent in the 
United States. And the proportion of 


Canadian shareholders has risen to its 


present 82 per cent from 71 per cent 
twenty vears ago 
This has been an outline in small 


compass of a large subject, having to 


do with a large business in aggregate 
but one composed of many local units 
It is a business that has grown from 
strong roots stretching deep into the 
ground of historical 


hirm experience 


and at the same time has grown with 
the nation and adapted to its needs 
under the spur of competition. It is a 
that in my has been a 
faithful 


custodian 


business view 


good and servant, a confh- 


dential and counsellor, to 
the Canadian people and is regarded 
by them as such 

> A PRIME NEED: On every 


the States 


Canada, one hears the same refrain: 


hand, in United and in 


that we desperately need more savings 
indicated 


How 


desperately is a question; but one fact 


to finance national growth 


now and that which is to come 
countries are do- 
ing a effort 
either the United States or Canada. 


is clear: some other 


better job in this than 


Against a background of booming 
industrial production and rising pros- 
perity and living standards in recent 
years, personal savings have been 
emerging as a powerful factor in eco- 
nomic progress in principal countries 
as has long 


of the democratic world 


been the case in the United States. 
Che revival of savings and the ex- 
tent of their growth in various coun- 
tries in the relatively short period after 
World War 
the Bank for 


par- 


the destructive effect of 
Il, have been noted by 
Settlements. It is 
the 
life insurance and its expansion in one 


International 
ticularly apparent in figures on 
country ofter another during the last. 
dec ade 

Life insurance ownership and assets 
of life insurance companies have been 
showing a substantially bigger rate of 
growth in a number of countries in 
the democratic world during the Fif- 
ties than has occurred in the United 
States or Canada. However, it must 
be recognized that life 
the United States, for instance, went 
Fifties substantially 


insurance in 


into the with a 
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broader ownership and bigger base 
than elsewhere, especially as compared 
with the nations that bore the brunt 
ot war. 

What stands out from these trends 
in life insurance and other savings is 
the universality of the thrift urge, and 
the desire of all people everyw here to 
provide for the future on their own 
to the extent that they are able, once 
the indispensable element of confi- 
dence is present. 

Of particular interest in the com- 


parative life insurance growth trends 
are the very high rates of expansion in 
Japan and Germany. In Japan, for 
example, life insurance in force ex- 
panded eightfold between 1951 and 
1959, while assets of Japanese life in- 
surance companies grew almost ten- 
fold in the period. 

In Germany, life insurance in force 
tripled during the last decade while 
the assets of the German life compa- 
nies practically quadrupled. These 

Continued on page 35) 





ONE LIBERTY STREET 


New York ° 
Pittsburgh ° 





You Are Invited To Telephone 


For Current Market Information On 


FHA DEBENTURES 
FNMA COMMON STOCK 


Mr. Clarence W. Ostema — New York 


MORTGAGE FINANCE 


Capehart — FHA (all forms) — Conventional 


Commercial — Industrial 


Mr. E. F. Gidley, Jr. — New York 
Mr. Frederick J. Close — New York 


Cuitps SeEcuRITIES CORPORATION 


WHITEHALL 4-7100 


A Subsidiary of 
C. F. CHILDS AND COMPANY 


INCORPORATED 


The oldest house in America specializing in 
Government Securities 


Chicago . 


Cleveland ° 


NEW YORK 5, N. Y. 


Boston 
St. Louis 








Year 


40 


HE PENDING housing bill offers 
as a means for broadening home 
ownership and expanding the volume 
of house building the 
mortgages with no downpayment and 


insurance of 


a maturity of forty years. If enacted, 
this proposal would broaden home 
ownership only at great risk. It would 
undermine the integrity of home buy- 
ers and the responsibility of mortgage 
lenders. And in the end it would tend 
to reduce than augment the 
supply of mortgage funds and hence 


rather 


the possible volume of home building. 
These conclusions are supported by 
the illustrative material that follows. 


Taking as more or less a typical 


case, a $12,000 mortgage for full 
value, at 5% per cent interest, in 
which the land is assumed to cost 


$1,850 and the house $10,150, we find 
that, if the house is depreciated over 
period, the outstanding 
amount of the mortgage exceeds the 


a 50-year 


probable value of the house for 29 
years. If the useful life of the house 
is taken to be 40 years, it will be the 
thirty-sixth year of the mortgage be- 
fore the owner actually begins to have 
any equity in the property. 

By comparison, in the case of a 
30-year, no-downpayment mortgage, 
an equity accumulation would begin 
to be possible in the tenth year on a 
30-year depreciation basis and after 
the sixteenth year on a 40-year de- 
preciation basis. The depreciated 
value of the same with a 
25-year mortgage would manage to 
keep close to a slightly above the out- 
standing mortgage amount even dur- 
ing the first perilous years. 


property 


It may be claimed that houses do 
not depreciate on a straight-line basis 
and that, consequently, these calcula- 
tions have no necessary resemblance 
to the facts. It is true that actual de- 
preciation need not follow any stand- 
ard curve. It may even turn out that, 
for some reason or other (aside from 
added capital investment), there may 
for a time be an appreciation of 


value. But this happy situation cannot 
be assured. In the absence of infla- 
tion, the chances remain that depre- 
ciation will take place, and that, in 
all probability, a life period of 40 to 
50 years for the average house (upon 
which, again, no additional value is 
created by interim investment) is 
about all that should be counted upon. 

Under these circumstances, the 
owner of our typical house with its 
10-year mortgage, confronted with the 
wish or need to sell at the end of ten 
years, might find his remaining mort- 
gage obligation as much as 115 per 


cent of his realizable value and, in the 


fifteenth year, as much as 123 per 
cent. 
Such a prospect makes little eco- 


nomic sense. It also makes little sense 
from the point of view of social re- 
sponsibility. It is an invitation to the 
borrower to walk out on his obliga- 
tion. It is worse than an invitation; 
it may be a necessity. A lending insti- 
tution that makes such a loan—even 
though it may be protected by the full 
guarantee now proposed—can hardly 
be said to be acting responsibly. The 
government itself is guilty of promot- 
ing irresponsibility on the part of both 
borrower and lender—and, to ease its 
guilt reaction, the next step would un- 
doubtedly be to protect the borrower 
from his folly by carrying his de- 
faulted payments 
sort have already been introduced 


proposals of this 


The 40-year mortgage has other in- 
herent drawbacks. Back of the beguil- 
ing low monthly payment is a rugged 
interest picture. Carried to maturity, 
the 40-year no-downpayment mort- 
gagor will have about 150 per cent 
of the original house price in interest. 
The 30-year borrower will have paid 
a little over 100 per cent, while the 
25-year man will have paid less than 
90 per cent of the house price in in- 
terest. Looking at this another way, 
the 40-year borrower will, by the end 
of the seventeenth year, have paid as 
much interest as the 25-year borrower 


Mortgages... Unsound, Self- Defeating 


By MILES L. COLEAN 


will pay to maturity, and as much 
by the twenty-second year as the 30- 
year borrower will pay to maturity. 
In spite of this heavy additional 
load of interest in the 40-year loan at 
5¥2 per cent interest, the monthly 
payment (plus the insurance pre- 
mium) is only 8 per cent less than 
that of the 30-year loan and 15 per 
less than that of the 25-yeai 
loan. On a $12,000 this 
would mean that the payment on a 
40-year loan would be only $5.92 less 
than that on a 30-year loan, and 
$11.29 less than that on a 25-year 
loan. This is a large price for a small 
advantage, particularly in view of the 
aggravated risk of loss already dis- 


cent 
mortgage 


cussed. 

The 40-year mortgage creates diffi- 
culties that go beyond the immediate 
problems of borrower and lender. It 
has grave implications for the whole 
mortgage structure. Currently about 
40 per cent of the gross supply of 
mortgage funds (exclusive of refinanc- 
ing) comes from repayments. Any- 
thing that down the rate of 
repayment, therefore slows down the 
total amount of funds available in the 
market. The 40-year mortgage is a 
great hogger of funds. 


slows 


By the time a 25-year loan is paid 
in full, less than 40 per cent of the 
40-year mortgage has been repaid, 
assuming regular amortization. By the 
time a 30-year mortgage has been 
fully repaid, the 40-year mortgage 
will still have over 55 per cent left to 
pay. It is argued that these calcula- 
tions are without significance since the 
average repayment period of home 
mortgages is much less than the stated 
maturity. On the average, this is true 
although with the stabilization of 
prices and the general rise in interest 
rates (which discourages refinancing) , 
the average period of repayment has 
been creeping up from an estimated 
eight years a few years ago to nearer 
14 years today. 


Taking for the present purpose an 
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assumed average repayment period ot 


12 years, we find that the 25-year 
mortgage will, within that period, 
have been reduced by 1.4 times as 
much as the 30-year mortgage and 


2.7 times as much as the 40-year mort- 


In fact to pay back as much as 


vyauc 

the 25-vear mortgage has been re- 
duced in 12 years would require 23 
years with a 40-year mortgage. Or, 
put another way, over a 12-year pe- 
riod the same funds would finance 


2.7 times as many 25-year mortgages 


as 40-year mortgages of equal amount, 


while over 25 years a given fund 
would finance 1.4 times as many 25- 
year mortgages of equal amount as 
10-year mortgages. In view of this, 
the promotion of 40-year mortgages 
would seem to be a strange way to 
increase the volume of housing. On 
the contrary, if widely used it would 
seem to be a sure way of reducing 


volume 


The 40-year mortgage has nothing 
to commend it. It puts the honest 
borrower at hazard and encourages 


default by the irresponsible borrowet 
increases the lender’s risk 
the 
It de- 


prives the market of a return of funds 


It s¢ riously 
he 


risk-free agent of 


unless supinely is to act as 


government 


it needs for the expansion of volume 


It is deceptive, unsound, and _ self- 


defeating 


A UNIVERSITY IN MORTGAGES 


Continued from page 19 


have not benefited the funds by an 


appreciation factor.” 
A recent publication of “The Bos- 


ton Fund Survey of College and Uni- 


versity Endowments” covers 68 col- 
leges which held most of the college 
investments as of July 30, 1959. In 


31, which held 85.8 per cent of the 


funds of the 68, the average invest- 
ment was 2 per cent, the amounts 
ranging from Harvard’s .27 per cent 


to Michigan’s 10.2 per cent and Rice’s 
20.5 per cent Besides these two which ° 
two 


had 


bring the up, only 
Northwestern Michigan 
more than 5 per cent in this medium 
Of all the 68, the average holding was 
Our 
that date, represented | per cent of 
It had increased to 


average 


and 


2.2 per cent mortgages, as of 
the total account 
3.05 per cent by June 30, 1960, and 
+.92 per cent six months later. As yet, 


hold a 


place in the college portfolio, per- 


it does not generally large 
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OUTSTANDING PRINCIPAL BALANCE ON 
A 542 PER CENT, $12,000 MORTGAGE 


Al 


SELECTED MATURITIES, 


COMPARED WITH DEPRECIATED VALUE 


Outstanding Principal Balance 


to nearest dollar 


Depreciated Value 
Of House 


2'/2 per cent 2 per cent 


Year- 25-year s0-vear 40-year depreciation depreciation 
End maturity maturity maturity per annum per annum 
| $11,769 $11,858 $11,915 $11,746 $11,797 
2 11.524 11.667 11,825 11,492 11.594 
} 11,266 11,486 11,730 11,238 11,391 
: 10,995 11,295 11,629 10,984 11,188 
) 10,705 11,094 11,523 10.730 10,985 
6 10,400 10.880 11,411 10,476 10,782 
7 10,079 10,655 11,293 10,222 10,579 
8 9,739 10.417 11.168 9.968 10,376 
i) 9.380 10,166 11.036 9.714 10,173 
10 9 00) 9.90] 10.896 9.460 9.970 
11 8.600 9.620 10,749 9,206 9.767 
12 8.177 9.524 10,593 8.952 9 564 
1S 7.730 GOL 10.429 8.698 9.561 
14 7.258 8.68 1 10,255 8.444 9.158 
15 6.759 8.331 10.071 8.190 8.955 
lo 6.252 7.962 9.877 7.936 8.752 
17 5.675 7.573 9.672 7.682 8.549 
18 9.087 7,161 9 456 7.428 8.546 
19 t.466 6.726 9,227 7,174 8.145 
20 3.810 6,267 8.989 6,920 7,940 
21 R117 5.781 8.730 6.666 7,737 
22 2.38 9.267 8.461 6.412 7.534 
23 1.610 +.727 8.176 6.158 9.331 
24 793 $155 7,875 5.904 7,128 
95 0 3.550 7.557 9,650 6.925 
26 2.912 7,221 9,396 6,722 
27 2,237 6.867 5,142 6.519 
28 1.525 6,492 +. 888 6.316 
29 772 6.096 + 634 6,115 
0) 0 ).678 +,.380 9,910 
I 1,256 +,126 5.707 
32 +.769 3.872 5.504 
3 +276 3.618 5.301 
4 3.755 3.364 5.098 
3 3.205 3,110 4.895 
36 2.624 2.856 4.692 
37 2.010 2.602 4.489 
38 1,361 2.348 4,286 
9 676 2,094 4.085 
10) 0) 1,850 3,880 
The original value of the house, including the site, is set at $12,000 (indicating a 100 


per cent mortgage 
of single-family 
sured in 1959 by FHA under Section 203. 


haps for some of the reasons I have 
outlined. Few ade- 
quately staffed to enter this field as 
they are to purchase market securities; 


colleges are as 


and without large investment volume, 
acquisition is very difficult. 

These, then, have been 
the reasons why we left the mortgage 
field, the problems that faced us then 
and now, and the basis of our return- 
ing interest. We now recognize mort- 


some of 


The site value is set at $1,850, an average of the median site values 
houses in the value classes $11,000-$11,999 and $12,000-$12,999, in- 


gage loans of high quality as having 
a place in our portfolio and are con- 
tinually working towards a stronget 
position in this field though I doubt 
that percentage-wise it will for years 
appear large in comparison with our 
stock and bond percentages. The facts 
of competition and security will un- 
doubtedly never put it in the per- 
centage position it had in 1930. It is, 
however, already greater in dollar vol- 


CUMULATIVE AMORTIZATION OF A 
54% PER CENT, $12.000 MORTGAGE 
AT SELECTED MATURITIES 


Cumulative Amount 
Of Principal Paid 


40-year 
maturity 


30-year 
maturity 


25-vear 
maturity 


Year To nearest dollar 
| 3 Bi $ 162 .. & 
2 +76 333 175 
3 734 314 270 
t 1.007 705 371 
< 1,295 906 $77 
6 1.600 1.120 389 
7 1,921 1.345 707 
8 2.261 1,583 32 
9 2.620 1,834 964 
10 2.999 2,099 1,104 
1] 3.400 2,380 1.251 
12 3.823 2.676 1.407 
13 +.270 2.989 1.571 
14 +.742 3,319 1,745 
15 5.235 3.669 1,929 
16 5.768 +.038 2.123 
17 6.325 +.427 2.328 
18 6.913 +.839 2.544 
19 7.534 9,274 2.773 
20 8.190 733 ».014 
21 8.883 6,219 3,270 
22 9 616 6.731 5.539 
23 10.390 7,273 3.824 
24 11,207 7.845 $.125 
25 12.000 8.450 +443 
26 9.088 +.779 
27 9.763 9.133 
28 10,475 508 
29 11,228 5.904 
0 12.000 6.322 
3] 6,764 
32 7,231 
33 7,724 
34 8,245 
5 8.795 
36 9.376 
37 9.990 
38 10,639 
9 11,324 
+0 12.000 


ume, but so, of course, is the entire 
account. We are definitely in the 
market, but I trust we will be careful 
to accept only high quality. 


MORE SAVINGS NEEDED 


Continued from page 32) 


trends take on added significance since 
Germany and Japan paced the Free 
World’s economic growth performance 
in recent years and have also shown 
unusually high rates of investment as 
compared with other countries. 

The Netherlands, Sweden, Austra- 
lia, and Canada, of the countries for 
which statistics are available, also show 
higher life insurance growth rates than 


Cumulative Per Cent 


Of Principal Paid 


25-year 30-year 40 vear 
maturity maturity maturity 
1.9% 1.4% 0.7% 
+.0 2.8 1.5 
6.1 +.3 2.3 
8.4 9.9 3.1 
10.8 7.6 t.0 
13.3 9.3 +9 
16.0 11.2 5.9 
18.8 13.2 6.9 
21.8 15.3 8.0 
25.0 17.5 9.2 
28.3 19.8 10.4 
31.9 22.3 11.7 
35.6 24.9 13.1 
39.5 27.7 14.5 
$3.6 30.6 16.1 
+8. | 33.6 17.7 
2.7 36.9 19.4 
97.6 40.3 21.2 
62.9 $3.9 23.1 
68.3 17.8 25.1 
74.1 31.8 27.2 
80.1 96. | 29.5 
86.6 60.6 31.9 
93.4 65.4 4.4 
100.0 70.4 37.0 
75.7 19.8 
81.4 $2.8 
87.3 $5.9 
935 $9.9 
100.0 52.7 
96.4 
60.3 
64.4 
68.7 
73.3 
78.1 
83.5 
88.7 
94.4 
100.0 


the United States, where total life in- 
surance in force in legal reserve com- 
panies more than doubled in the pe- 
riod 1951 and 1959, while 
combined assets grew by two-thirds. 


between 


A uniform pattern with respect to 


broad investment trends mirrored in 


the distribution of life insurance as- 
sets between the Government and pri- 
vate sectors of the economy is appar- 
ent in the figures in various countries. 
In virtually all cases studied there has 
been a marked growth in the propor- 
tion of assets invested in the private 
economy and a substantially smalle: 
proportion in the public area. In Ger- 


many, for example, life company as- 


CUMULATIVE INTEREST PAID 
ON A 5% PER CENT, 
$12,000 MORTGAGE AT 
SELECTED MATURITIES 


25-year 30-year 40-year 
maturity maturity maturity 
Year to nearest dollar) 
l $ 654 $ 656 $ 658 
2 1,295 1,303 1,311 
3 1,922 1,940 1,959 
} 2.535 2.567 2,602 
5) 5.132 3.183 3,239 
6 3,713 3,788 3,870 
7 +,277 4,381 4.495 
8 +823 +.961 5,113 
9 5.350 5,528 5,724 
10 9,856 6.080 6,327 
11 6.341 6,617 6,923 
12 6,803 7,139 7,510 
13 7,242 7,644 8,089 
14 7,655 8,131 8,658 
15 8,042 8,600 9,217 
16 8.401 9,049 9,766 
17 8,730 9.477 10,304 
18 9.027 9,883 10.831 
19 9,291 10,266 11,345 
20 9,520 10,624 11,846 
21 9.712 10,957 12,33¢ 
22 9.865 11,262 12.807 
23 9.977 11,538 13,265 
24 10.045 11,784 13,707 
25 10,067 11,997 14,132 
26 12,177 14,539 
27 12,320 14,927 
28 12.425 15,295 
29 12.490 15,642 
0 12,513 15,967 
31 16,268 
32 16.544 
33 16,794 
34 17.016 
35 17,209 
36 17,371 
37 17,500 
3 17,594 
39 17,€52 
40 17,674 
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sets invested in the Government sector 
dropped from 62 per cent to 28 per 


cent between 1951 and 1959. Similar 
trends, though of somewhat smaller 
magnitudes, are found in Sweden, 


Australia, Canada, the United King- 
dom, and the United States. 

However, specific practices with re- 
spect to investments in the private 
economy show some marked differ- 
ences. In the United States, for ex- 
ample, the predominant flow of pol- 
icyholders’ funds is into bonds issued 
to meet the capital and investment 
needs of business and industry, and 
into mortgages, primarily on residen- 
tial housing. 
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FHA Seminar Sponsored by the New Mobile MBA Sacramento MBA 





The newly-organized Mobile MBA, 
for its initial activity, sponsored an 
FHA Mortgage 


invited all 


Seminar to which 


FHA 


forum 


were state officials 


to discuss in a session all as- 
pects of insured mortgage operation, 
including underwriting and prepara- 
Officials of the 


young group thought possibly 25 o1 


tion of applications 


10 would be on hand, but attendance 
nearly 150 
Holliman, State 
Davis, Chief 


actually ran to Partici- 
pants included C. B 
FHA Grover 
Underwriter and Ted Taulbee, Chief 
Examiner, Mortgage Credit Section 
Mobile MBA President Grover John- 
the Jim 
Jackson, president of Rolston Realty 
program chairman 
Wm. M. Battle, 


vice president of the local organiza- 
Registrations 


Direc tor: 


son presided at Seminar 


served as 


Corp.., 


and moderator was 


included 46 real 


brokers. 


tion 


38 mort- 


estate salesmen, 17 


gage company officers and employees, 


FHA 


employees 


the remainder 


company 


and 
title 
and commercial bankers. 


8 builders 
personnel, 


worth- 
Semi- 


The effort proved such a 


while venture that additional 
nars are being scheduled, one to han- 


dle VA in the 


to concentrate 


same way and a third 
on institutional invest- 
ment 

Above, some of the participants in 
Mobile’s FHA Seminar. Left to right, 
Richard M. Humphry, Mobile MBA 
board member; Charles B. Holliman, 
State Director of FHA; Grover L. 
Johnson, president, Mobile MBA; 
Wm. M. Battle, vice president, Mo- 
bile MBA: Ted Taulbee, Chief, Mort- 
gage Credit Section, FHA: Grover 
Davis, Chief Underwriter, State FHA: 
and Mason Dillard, secretary-treas- 
urer, Mobile MBA. Below, the Semi- 


nar in session. 





45th Annual Texas 
MBA in Ft. Worth 


That largest of regional mortgage 
association meetings, the Texas MBA’s 
45th annual convention, is May 10-12 
Worth “This Is 


Business.” Speakers include 


in Fort Theme is 


You 


Martin Harris, general counsel for 
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the TMBA, “As Seen from Your State 
Capital” ; 

Fred Merrill, executive vice presi- 
dent of the Firemen’s Fund Insurance 
Group, “As a Fire Insurance Execu- 
x: 

Cecil Woods. president of The Vol- 
unteer State Life Insurance Co., “As 
a Life Insurance Executive Sees It’; 


tive Sees 





A New Local Group 


Another new local mortgage bank- 
group has organized, this 
time in Sacramento, Calif. Founding 
officers of the Sacramento Mortgage 
Bankers Association are Joseph Yaz- 
zolini, Jr., of Commonwealth, Inc., 
president; Richard B. Buhler of Buh- 
ler Mortgage Company, Inc., vice 
president; John W. Heckenlively of 


ers been 


the T. J. Bettes Company, secretary- 
treasurer. All three serve as directors. 
Other board members are Larry 


Wilson of Bankers 
pany and James A. Galloway of the 
Mortgage Service Company. 

Other initial members are Baldwin 
& Howell, California Western States 
Life Insurance Company, Coldwell, 
Banker & Company, Marble Mortgage 
Company, Mason-McDuffie Company, 
Norris, & Simpson, Pacific 
States Mortgage Company, and State 
Mortgage Company. 

Member firms have made approxi- 
mately $400,000,000 in real 
loans in the Sacramento area. 


Mortgage Com- 


Beggs 


estate 


Left to right, above, Messrs Yazzo- 


lino, Jr., Heckenlively and Buhler. 


Robert Tharpe, MBA president, “As 
Seen by a Mortgage Banker”; Charls 
Walker, vice president and economic 
adviser of the Federal Reserve Bank 
of Dallas, “As Seen by an Economist” ; 

Robert W. Anderson, financial vice 
president of Northwestern National 
Life Insurance Co., “As We Look Into 


Its Future”; and (continued page 37) 


John J. Lyman New 
California MBA 


John J. Lyman, president, 
Security Title Insurance Co.., 
Angeles, is the new president of Cali- 
fornia MBA. One of the founders 
of CMBA in 1955, Lyman for many 
years has been with the 
development of Southern California 
and formerly was vice president of 
Dwyer-Curlett and Co. 

A. G. Cummings, vice president, 
E. S. Merriman and Sons, San Fran- 
ciso, is the new vice president; Paul 
H. Howe, vice president, The Marble 
Company, Los Angeles, secretary, and 
Charles E. McCarthy, vice president, 
Bank of America, Francisco, 
treasurer. 

Newly elected directors are Henry 
F. Trione, president, Sonoma Mort- 
gage Co., Santa Rosa; Stephen H. 
Dolley, vice president, Winter Mort- 
gage Co., Los Angeles; William R. 
Schroll, vice president, United Califor- 
nia Bank, Los Angeles. 

Silas O. Payne, retiring president 
and vice president, Marble Mortgage 
Co., San Francisco, 
director. Others are Malin Burnham, 
H. Harold Leavey, Floyd B. Cerini, 


vice 
Los 


associated 


San 


also becomes a 


David L. Montonna, past president 
of the American Institute of Real Es- 
tate Appraisers, “As Seen by an Ap- 
praiser.”” 

M. J. Mittenthal of Dallas, presi- 
dent of the TMBA, will preside at the 
business sessions of the convention. 
Alvin E. Soniat of Fort Worth is con- 
vention chairman, with Jack W. 
Townes of Fort Worth as vice chair- 
man. 

A highlight of the convention will 
be a discussion, “Pro’s and Con’s on 
FHA Subdivision Financing,” at a 
Thursday morning Young Men’s Ac- 
tivities Committee breakfast. “The 
Mad Hatter’s Party” will be the occa- 
sion of a ladies luncheon, with Marthie 
Bouche of New Orleans as mistress of 


ceremonies. A Friday night costume 


ball will have “A Night in Paris” 
theme. 
Presentation of the J. E. Foster 


Award, an annual event honoring a 
CTMBA rendered 
outstanding service for the mortgage 
banking profession, will be held Thurs- 
day evening at a banquet. 


member Ww ho has 


Thomas L. Lowe, Earle V. Taylor, 
Hal G. Whittle and Urban K. Wilde 
and Willis R. Bryant, co-founders and 
first presidents of the association. 


Ohio Organizes 
a State Wide MBA 


Following the precedent established 
by mortgage bankers in various other 
states, Ohio lenders are in the process 
of organizing the Ohio Mortgage 
Bankers Association, which will be a 
state-wide group with headquarters 
in Columbus. Thomas K. Hartzler, 
Jr. of the Hartzler Mortgage Com- 
pany in Columbus, has been named 
president. The secretary is William 
E. Miller of the Fraser Mortgage Co. 
in Cleveland and treasurer is John 
H. Rutledge, vice president of Wall- 
don Inc. of Cincinnati. Directors 
include William Doyle of Jay F. 
Zook, Inc. and Harold H. Juergens 
of the Central National Bank, both 
of Cleveland. 

Some of the oldest local mortgage 
associations in the country are located 
in Ohio, including those.in Cleveland, 
Cincinnati and Columbus, but this is 
the first group organized on a state- 
wide basis. 


Doubt Lenders to 
Buy 40-Year Loans 


President Kennedy’s proposed 40- 
year, no-down-payment mortgages 
“would probably find a limited mar- 
ket, at least for a time,” according to 
Robert S. Irving, president of the 
Philadelphia MBA. He pointed out 
that the proposal is permissive legisla- 
tion, and that some private lenders 
today will not make 30-year mort- 
gages. 

The mortgage bankers discussed the 
President’s plan informally at a meet- 
ing there, but did not take a stand for 
or against it. In meetings across the 
country the 40-year loan has been a 
prime topic, with opinion running 
strongly against the idea among lend- 
ers. In Philadelphia a substantial ma- 
jority questioned whether very many 
private lenders would make mortgage 
loans under such circumstances. 

Some mortgage lenders made the 
point that the proposal might even 
have the effect of slowing up the re- 
sale market in Lomes, as prospective 


John W. Cooper Is 
Head of Utah MBA 





Utah MBA elected new officers for 
the coming year which include, from 
left, John W. Cooper, vice president, 
Johnson-Anderson Mortgage Com- 
pany, president; Allen F. Laney, vice 
president, State Bank of Provo, vice 
president; Jim IT. Nichols, vice presi- 
dent and general manager, National 
Mortg 


age Company, secretary-treas- 


urer, 


buyers waited for passage of the Pres- 
ident’s program. 

Harry W. Raff, president of the 
Home Builders Association of Phila- 
delphia & Suburbs, also expressed 
doubt about the willingness of lenders 
to make 40-year, no-down-payment 
loans. 

Mr. Raff noted that buyers who 
have little equity in their homes are 
more likely to give up paying, and let 
their homes be foreclosed. 

The longer the term of a mortgage, 
the smaller the payments on principal 
each month. This lengthens the period 
of time before a sizable equity is built 
up by the home buyer. 

After a mortgage has been “sea- 
soned,” however, the chances of fore- 
closure are increasingly less. 

Builders in the Philadelphia area 
generally hailed the proposal as a spur 
to home building, if mortgage funds 


were available. 
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ecople : 


Jerome L. Howard, president, 
Mortgage and Trust, Inc., Houston, 
announced the election of Roy M. 
Everett as vice president in charge of 
conventional lending. Mr. Everett was 
formerly district manager of a five- 
state area for a major life insurance 
company. He is currently president of 
the Houston Chapter of the American 
Institute of Real Estate Appraisers. 





Roy M. Everett Tom Sargeant 


Tom E. Sargeant, investment offi- 
cial in the home office of Southwest- 
ern Life Insurance Company, Dallas, 
has been promoted to second vice 
president and assistant treasurer. A 
former president of Dallas MBA, Sar- 
geant has served as loan officer in the 
company’s investment department for 
the He 


head the firm’s program for invest- 


past year. will continue to 
ment in real estate. He is a past di- 
the MBA and the 


recipient last year of the organiza- 


rector of Texas 
tion’s J. E. Foster Award presented 
annually to the member who has ren- 
dered the most outstanding service for 
the mortgage banking profession dur- 
ing the year. 


Appointment of Richard L. Stall- 
ings as manager of the Atlanta, Ga., 
office of 
Northwestern Mutual Life Insurance 
Co. was announced by Howard J. To- 


regional mortgage loan 


bin, vice president for mortgage loans. 
B. Ross. 


For the past four years Stallings has 


Stallings succeeds William 


been with Northwestern’s mortgage 
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: Events 
‘ Places : 


loan office in Philadelphia, most re- 
cently as loan supervisor. 

He spent his entire 
career in mortgage loans, beginning 
while he was a law student at the 
University of Baltimore. After receiv- 
ing his law degree in 1953 he con- 
tinued in the mortgage loan field with 
W. Burton Guy & Co., Inc., and later 
Suburban Service Com- 
pany, both in Baltimore. 


has business 


Mortgage 


% 


,. 





Richard L. Stallings Kenneth W. Peth 


Kenneth J. Morford has been ele- 
the board of 
Seattle, 
been 


to chairman of 
Burwell & Morford, 
Kenneth W. Peth has named 
president to succeed Mr. Morford. 
A. R. Jarvis was named executive 
vice president to succeed Mr. Peth. 
The leadership of the company now 


vated 
and 


combine 89 years of mortgage experi- 
ence as representatives of life insur- 
ance companies and other institu- 
tional investors. 

Mr. Morford is the son of the late 
Seth H. Morford, the firm’s founder, 
and joined the company in 1922. Mr. 
Peth and Mr. Jarvis joined in 1936. 

In other promotions approved by 
the trustees, Donald W. Hilliard was 
made vice president and assistant sec- 
retary, and L. Donald Fisher, Jr., 
treasurer. 


The Boston Five Cents Savings 
Bank elected Robert M. Morgan pres- 
ident to succeed J. Reed Morss. Mr. 
Morgan came to the Bank in 1934 
and has served as vice president and 


treasurer since 1950. In addition to 


Dy. «i 









- 


corporate director- 
ships, he is Chair- 
man of the Mort- 
gage Committee of 
the National Asso- 
ciation of Mutual 
Savings Banks; 
governor of MBA; 
vice president and 
director of the 
Greater Boston 
Chamber of Com- 
merce; Chairman of the Government 
Center Commission of the City of 
Boston and Director and Past Presi- 
dent of the Boston Municipal Research 
Bureau. 





Robert M. Morgan 


J. Reed Morss, who served the 
Bank as Vice President from 1932 to 
1945 and President from 1945 to date, 
will continue as a Corporator and 
Trustee of the Bank. 

Richard B. Franklin was elected 
He joined the Bank in 
1939 and since 1956 has been assist- 
ant treasurer in charge of the Mort- 


treasurer. 


gage Service Department. 


A pioneer Portland mortgage financ- 
ing organization has joined forces 
with Security Bank of Oregon when 
Brice Mortgage Company was ac- 
quired by the institution. It has be- 


come its mortgage loan department. 

The entire staff of Brice Mortgage 
Company has joined the Security 
Bank group. D. A. Clack, who has 
been vice president and manager of 
Brice Mortgage, will be a vice presi- 
dent of Security. Ernest P. Calef, an 
assistant vice president of the mort- 
gage concern, will be an assistant vice 
president and appraiser for Security. 

Brice Mortgage Company was 
founded in 1919 by George F. Brice, 
Sr. and has loaned more than a half 
billion dollars on more than 50,000 
Oregon homes, apartments and com- 
mercial properties since it began busi- 
ness. (This section continued page 40.) 








President’s Page 


A PROVED AND SOUND RELATIONSHIP THAT SHOULD ENDURE 


A the risk of being accused of belaboring 
a point beyond logical dimensions, I would 
like to turn this month’s President’s Page into 
sort of a postscript to the observations I made 
earlier in this issue pertaining to the relation- 
ship between commercial bankers and mortgage 
bankers. In this way, I can highlight, and 
place special emphasis on, some of the principal 
factors in this matter which ought to receive 
careful consideration, both by mortgage bankers 
and commercial bankers. 


Foremost, it seems to me, 
is the fact that the mortgage 
banker is a specialist in that 
area of credit in which he 
works, his record is good, his 
performance commendable, in 
short, he knows his field and 
has done a good job. There 





is no reason, no logical rea- 


Robert Tharpe 


son at all as I see it, for 
believing that banks can take 
over this field of credit. Nor should banks want 
to do so. Mortgage bankers everywhere are good 
and valued customers of commercial banks and 
will continue to be. Possibly it is an over- 
simplification but it is my firm conviction that 
except possibly in a few isolated instances 
commercial bankers will continue to find that it 
is to their distinct advantage to see mortgage 
banking done by mortgage bankers and com- 
mercial banking handled by commercial bankers. 


There are very few commercial bankers in 
this generation who fully appreciate how com- 
plicated and complex mortgage banking has 
become in the past quarter century. True, a 
few have taken a quick appraisal and concluded 
that it is something they can add to the services 
But not all of these—in fact, pos- 
have a full recognition 


they offer. 
sibly only a very few 
of the full operation, the extent of the respon- 
sibilities involved, the special risks inherent in 


it, the implications for the future. That is what 
disturbs me almost more than anything else 

the calm assertions we hear so often these 
days, given with a certain air of unquestioned 
authority, that commercial banks can do every- 
thing that mortgage bankers do and more effi- 
ciently and economically. There just is not any 
basis for statements such as these because the 
thinking and the reasoning behind them is based 
upon no precedents, no proved experience and 
actually represent little more than rough opin- 


ions. 


In fact, the proved experience, other than in 
a few exceptional cases, were that mortgage 
banking and commercial banking were not com- 
patible. All one has to do is look back to the 
experience of the twenties and the early thirties. 
In those days commercial banking handled a 
large percentage of mortgage origination and 
servicing—but later fled the ship like drown- 
ing rats! 

To those mortgage bankers who may have ex- 
pressed alarm at some of these observations, let 
me sum up my feelings in the simplest terms: 
I have the opinion that commercial bankers 
and mortgage bankers will go right on working 
together in the same traditional relationship 
which they have maintained in the past because 
it is based upon sound economics providing 
definite and distinct benefits for both parties 
and that any deviation from that system will, 
in the long run, mean needless sacrifice on the 
part of one or both. The exceptions to this 
rule will be based—as has actually been the 
case so far—upon certain special considerations 
and conditions which will not apply generally. 


Sincerely, 


PRESIDENT 
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Raymond H. Lapin, president, 
Bankers Mortgage Company of Cali- 
fornia, San Francisco, announced the 
Albert L. Buchner, 
as executive vice president and Edwin 


appointment ol 


G. Forrest as vice president in charge 
ol field operations Mr Buc hner. a 
FHA State Director, 


was previously vice president and di- 


former Oregon 
rector of Commonwealth, Inc. and 
president of the Portland MBA He 
is an of MBA. As 


administrative assistant in FHA’s San 


associate governor 
Francisco Office in 1950, and later as 
Oregon State Director, Mr 
pioneered a number of new FHA f- 
the 


Buchner 


nancing methods, especially in 


field of multiple-family housing 


Vy 


Edwin G. Forrest 





Albert L. Buchner 


M: 


ant vice 


Forrest was previously assist- 
president of Institutional 
Mortgage Company in charge of the 
firm’s Northern California operations 
Prior to that he was manager ol the 
San Jose office of Baldwin & Howell 
While playing center on the Santa 
football team, 1938- 


All- 


Clara University 
1942, Mr. Forrest 
American mentions one ol 
the original San 49ers, 
playing guard from 1946 to 1948. He 
career in 1950 as 
assistant coach at Santa Clara which 
played Kentucky in the Orange Bowl 
During World War II, he 
the 82nd Airborne Divi- 


won several 


He 


k rancisco 


was 


closed his football 


that vear 
served with 


S1on 


Mercantile Mortgage Company, 
Granite City, Illinois, announced the 
addition of Gerald L. Nordstrom to 
the company’s financial executive 
staff. A the Bar 


and a public accountant, 


member of Illinois 
certified 
Nordstrom comes to Mercantile from 
the Cincinnati, Ohio, branch of Alex- 
ander Grant and Company, account- 
ants, where he managed the tax de- 


partment 


John B. Waltz, Jr. has been ap- 


pointed manager of the conventional, 
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loan de- 


commercial, and industrial 
partment of Tidewater Mortgage 
Corporation, Norfolk, Va., Gerard J. 
Manack, president, announced. He 
formerly was assistant regional su- 
pervisor in the Washington, D. C. 
office of Massachusetts Mutual Life 
Insurance Company, and as such, 
with the regional supervisor, super- 
vised all the company’s real estate 
and mortgage loan activities in seven 
and the 


states, including Virginia, 


District of Columbia 


Frank G. Dezell, president, South- 
eastern Mortgage Company, Miami, 
announced the appointment of Louis 
J. Silvestri as vice president and a 
member of the board. He will fill the 
newly created post of manager of the 
Mortgage Servicing Department, a 
position he previously held with the 
Kissell Company of Springfield, Ohio, 


as vice president. 


New Members in MBA 


Regular Members 
CALIFORNIA, Pasadena 
Mortgage Investment Co. of 
Hayward Tamkin, president 
FLORIDA, Tallahassee: The Common- 
wealth Corporation, Bernard W. Shiell, 
Jr., executive vice president 
HAWAII, Honolulu: Hawaii 
Bank, J. Pete DeLongchamps, 
president 
IOWA, Des Moines: Homesteaders Life 
Company, J. C. Butler, first vice president 
LOUISIANA, Baton Rouge: State Na- 
tional Life Insurance Company, Stanley 
A. LaFargue, assistant manager 
OKLAHOMA, Oklahoma City: 
Liberty National Bank and Trust 
pany, Dewey Jernigan, vice president 
rEXAS, Dallas: J. DuVal West Mort- 
gage Company, J. DuVal West, president; 
Houston: Hindman Mortgage Company, 
Inc., Lewis D. Hindman, president 


Security 
California, 


National 
Jr., vice 


The 


Com- 


Limited Members 

NEBRASKA, Omaha 

can Insurance Company, Ray 
executive vice president. 

NEW YORK, New York: Childs Securi- 
ties Corporation, E. F. Gidley, Jr., vice 
president; New York: Union Carbide Cor- 
poration, H. H. Babcock, assistant manager 


National Ameri- 
F. Stryker, 


Associate Members: 

COLORADO, Denver: City-Wide 
Mortgage Company, Robert J. Henderson, 
vice president. 

GEORGIA, Augusta: Georgia Securities 
Investment Corp., Clifford H. Ewing, as- 
sistant vice president. 

PUERTO RICO, Hato Rey: First Na- 
tional City Bank of New York, George 
E. O'Shaughnessy, manager 








PERSONNEL 


In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Wasbington 
Street, Chicago 2, Illinois. 











WANTED . . . CONTROLLER 
Excellent opportunity for young man in 
medium size, progressive, mortgage bank- 
ing firm in Los Angeles, California. Present 
accounting on NCR 3100. Experience in 
tab system helpful. Must be family man 
and have at least five years experience. 
Please send résumé including age, educa- 
tion, background and salary desired. Write 
P. O. Box 2563, Los Angeles 54, California. 


Mortgage Solicitor Man with initiative, 
ambition and imagination who is capable 
of growing with the firm to manage Florida 
West Coast Branch Office for East Coast 
Mortgage Co. Permanent connection. Write 
in confidence to Box 713. 


Mortgage Banking Trainee: June Gradu- 
ate, BSBA, with emphasis on real estate, 


finance. Strong desire to learn mortgage 
banking business. Age 22. Résumé and 


photo available. Write Box 714. 


SENIOR EXECUTIVE 

Over 25 years in mortgage banking. Thor- 
oughly capable of organizing and directing 
production and servicing activities. Heavy 
experience in large commercial and indus- 
trial loans. Seeks administrative responsi- 
bility with major institutional lender, pen- 
sion fund or foundation. Mid-Atlantic 
area. Write Box 715. 


WANTED: Manager for Mortgage Com- 
pany now being formed. Experience in all 
phases of FHA applications, field inspec- 
tions, office routines and servicing. Have 
knowledge of procedures and possible con- 


tacts in disposal of FHA mortgages to 
FNMA and other final investors. Ability 
to set up, train personnel and operate 


this company. Write giving in detail ex- 
perience, age, income requirements. J. E. 
Daugherty, Vice President, Midwest Homes 
Acceptance Corp., Box 109, Charleston, 
Illinois. 


STUDENT PLACEMENT 

In connection with MBA's Educational 
Program and particularly its School of 
Mortgage Banking, young men and women 
completing their academic work and ready 
for a career in mortgage banking have 
résumés of their experience presented here. 
The following candidate is offered for 
membership consideration at this time. 


Candidate No. 104—Box 712. Age 27, 
married, no children B. B. A. University of 
Texas, 1960; 30 semester hours of graduate 
school. Member of Independent Student 
Association; Honor Roll for two semesters; 
Treasurer, American Finance Association. 
Employed as painter and carpenter prior 
to entering college. Summer employment 
as residential appraiser for mortgage bank- 
ing firm. U. S. Air Force, March, 1953 to 
January 1958 with rank of Ist Lieutenant. 
Presently in inactive reserve. College in- 
structor comments: “ . is an exception- 
ally promising young man that I am glad 
to recommend.” 








*‘We’ll go anywhere . . . anytime . . . to 
give our customers that traditional Minne- 
sota Title service,’’ claim itinerants Don 
Waddick and Bob Swift of our National De- 
partment. Call on Don, Bob or your local 
representative for complete title service . . . 
anytime. We're in business to help you. 
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400 Second Avenue South e FEderal 8-8733 « Minneapolis 1, Minnesota 
Capital, Surplus and Reserves in Excess of $6,000,000 
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SERVICE IN ARKANSAS «+ CALIFORNIA + FLORIDA « GEORGIA « KANSAS + KENTUCKY + LOUISIANA « MINNESOTA «+ MISSISSIPPI +» MISSOURI « MONTANA 
NEBRASKA + NORTH CAROLINA « NORTH DAKOTA « OHIO « SOUTH CAROLINA « SOUTH DAKOTA « TENNESSEE + UTAH « WEST VIRGINIA « WISCONSIN « WYOMING 























When Kansas City was worth $1,814.00 


With the declaration of Civil War in 1861, the assessed valuation of real estate for tax purposes in 
young Kansas City fell to a $1,814.00 total. A more stabilized market the following year saw 
values rise to nearly one and one-half million dollars. 


1861 also marked the founding year for one of the firms which was to become Kansas City Title 
Insurance Company. Today, bankers across the nation turn to Kansas City for guaranteed pro- 
tection against real estate title loss due to prior title defects—thus satisfying investors, reducing 
title tie-ups, and helping bring mortgage transactions to speedier, more profitable conclusions. 


When you require title insurance in any State or U. S. Territory, let us put a century of title 
experience to work for you. Call your nearest Kansas City Title Agent. Directory of Agencies 
furnished upon request. 
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Five branch offices to serve you Licensed — in the District of Columbia and 26 States 
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